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The Lamp that 
Saves Lives.... 


The Paper that 


Saves Money - 


GEORGE LA MONTE & SON 


oN ew ze ersey 


In former days, the lamp worn on the coal 
miner’s cap was a constant source of danger. 
It often ignited mine gas or coal dust, causing 
explosion and loss of life. The safety lamp now 
in use is security against this peril. Before 
the days of La Monte Safety Papers, checks 
and drafts were subject to the dangers of 
easy alteration and counterfeiting. Inventive 
genius in each case brought the assurance of 
safety. In the mine, the safety lamp has saved 
lives. In banking and business, safety paper 
has given immeasurable security to checks 
and other documents involving dollars, against 
alteration and forgery. » » La Monte Safety 
Papers are the modern standard of protection, 
bringing to bankers and business heads every- 
where the satisfying sense of freedom from 
concern over the daily outpouring of checks 
and other valuable instruments of our com- 
mercial activities. » » Their use and endorse- 
ment by 75% of the country’s leading banks 
and by leading business houses, is clear evi- 
dence of their safety value ... Your Lithog- 
rapher or Printer will be glad to show you 
how your own trademark can be made part 
of the paper itself. 
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LETTERS 


For Patriotic Organizations 


Sirs: We are enclosing a copy of a 
“Pledge of Co-operation” which the Public 
Relations Committee of the California 
Bankers Association has designed for the 
use of patriotic organizations interested in 
the success of the Defense Bond campaign. 

These pledges are to be signed by the 
officers of the larger organizations. In 
smaller groups the members themselves 




























Pledge of Cooperation 


Ce, the members of the 


believe that the purchase of United States Defense 
Savings Bonds and Stamps is Democracy’s way 
of underwriting national security; ‘and we hereby 
pledge ourselves to buy the Bonds and Stamps, 
and to urge other loyal Americans to do likewise 
to the end that patriotic dollars may be made 
available for the building of an impregnable defense 
for America. 


pode RRS p. 
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President 


Please send t Henny MORGENTHAL, Ja. 
SSCABTARY OF THS TREASURY 
Wasnmetox, BC 





sign the document. Action and participa- 
tion, of course, are strictly eh 
_The 485 members of the ifornia 
Speakers Bureau have carried these pledges 
into service clubs, trade associations, 
women’s clubs, patriotic societies and 
organizations of every kind. The response 
has been quick and highly gratifying. 
J. E. Drew, Director of 
Public Relations, 
California Bankers Association, 
San Francisco, California 
. & . 


) Southern Hereford Center 


ins: The Southern National Hereford 
Show was held at Clarksville, Tennessee, 
November 21st to 27th. 

This show was the first of its kind to be 
held in the southeast, and was the climax 
to all of the efforts which we have been 
making during the past ten years to 
develop the live stock industry in the 
Clarksville trade area.* 

We had more than 300 head of the 
choicest registered Herefords, from 33 of 
the outstanding herds in 15 states. These 
made a very worthwhile show, and we 
were gratified in having Clarksville—The 
Hereford Center of the South—-selected for 
their showing. 

The big were Monday, Tuesday 
and Wednesday, the 24th, 25th and 26th, 
with the peak reached Tuesday night at the 
Hereford banquet where Governor Sam R. 


P Described in The Burroughe Clearing House in the 
february, 1937 and January, 1988 issues. 
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McKelvie of Nebraska was the guest 
speaker. Many others, prominent in many 
ways, were present to celebrate with us. 
C. W. BarLey, Chairman, 
Agricultural Committee, 
Clarksville Chamber of Commerce, and, 
President, The First National Bank 
of Clarksville, 


Clarksville, Tennessee 
* + rs 


Service Under War-Strain 


Sins: Bankers in the British Isles take 
great pride and personal interest in giving 
their clientele a high level of service. In 
normal times the tradition is interpreted 
through the maintenance of a wide net- 
work of offices and sub-offices, even extend- 
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ing to remote districts where they could 
not possibly pay their way. The staff 
(tellers and other officials) is so _—— that 
customers can conduct their business in 
minimum time. 
The war has hit the banks over here in 
a number of ways. Employees have joined 
the armed forces: older men, and women 
from all grades, have transferred to various 
full-time services apart from the army, 
navy and air force, including the women’s 
organization ancillary to those forces. 
he position in England has reached the 
point at which a definite shortage exists, 
and a rapid acceleration of the rate of 
absorption of bank employees who were 
previously “‘reserved” is promised for the 
next few months. Some of the personnel 
of the Eire offices (Ireland is politically 
divided into neutral Eire in the south, and 









Chicago's 


Broad Shoulders ! 


HE story of steel in Chicago begins 

with the construction of a small blast 
furnace and rolling mill in 1857. The first 
major job of the infant industry was pro- 
ducing steel rails for the westward exten- 
sion of the railroads. Next, it provided 
metal to help mechanize the nation’s 
steadily expanding farms, 


‘Theres STEEL in 


The Chicago industrial area runs 
Pittsburgh a close second as the world’s 
greatest steel-producing center. Twenty 
per cent of the ingot-producing capacity 
of the nation is located in this great 
industrial area. 

The steel industry has meant much to 
Chicago. Hence this salute—to steel! 


Continental Illinois 
National Bank and Trust Company 


OF CHICAGO 


Member Federal Deposit Insurance Corporation 





Northern Ireland) have joined up, though 
not in sufficient numbers to raise acule 
short-staffing problems. Much the same ap- 
pliesin the six counties of the north, though 
even here conscription is not enforced. 

Staff shortage in England has been 
relieved to some extent by attracting boys 
and girls to bank service at a lower age 
than was usual before the war, and by the 
employment of some older women not 
suitable for more direct war-employment; 
some of the gaps have been filled by wives 
of officials called to the colors. Much has 
been done in recent years to reduce bank- 
ing to routine operations in conjunction 
with mechanization of as so there 
is a lot which the substitute labor can 
accomplish to relieve the situation. Simul- 
taneously, there has been, since war 
started, a reduction in the number of oper- 
ations for which the skill of the experienced 
banker is required. State finance of arma- 
ment projects and the reduction of civilian 
consumption have reduced the number of 
advance applications. It must be remem- 
bered, on the other hand, that exchange 
control, security control, and other types 
of official control, have made the opera- 
tional side of banking more bureaucratic 
a. In sum, although the banks 

ave fewer opportunities, the total routine 
throughout is very little reduced in the 
transit from peace to war. 

Loss of trained operatives, most of them 
permanent officials for whom active service 
incurs no loss of emoluments, gives rise to 
an expense which is only one of many 
directly attributable to the war. The 
others comprise duplication of all essential 
records, the ern of bearer obliga- 
tions, fire-guards on premises, evacuation 
of some offices and of the clearing house, 
and many other precautionary measures. 

It would seem that banks would be 
justified, both in Ireland and in England, 
in raising their charges to customers. The 
Irish banks have for some years made a 
flat charge for each account: from October 
1 this is raised. In addition, the Irish 
banks have taken drastic steps to deprive 
the public of the luxury of over-banking. 
Many offices and sub-offices have been shut 
down. A parallel movement has been al 
work in England, though not so wide in 
its scope. 

Generally speaking, the English solution 
to the problem follows the line of “‘ration- 
ing’ service to customers, without raising 
charges. Opening hours have been re- 
duced, the times for handing out securities 
or statements have been staggered, and 
other operations, such as disbursement ol 
dividends, are under review in order to 
ease the heavier peaks at certain times. 

Many bank offices have been hit, in 
London and provincial cities, by high 
explosive and incendiary bombs. Some 
buildings have been reduced to mere heaps 
of rubble, others were gutted by fire: some 
have escaped the fullest destruction but have 
had to be condemned as unsafe: yet others 
have suffered only slight damage from near 
misses or from fire-bombs promptly tackled 
by the staffs. What is most surprising is 
the large number of instances in which all 
essential records have been set up again in 
two or three days, documents, safe-custody 
boxes and even machines hoisted from the 
vaults, which have stood up well to bom- 
bardment, and the whole business set up 
and administered from alternative ad- 
dresses. 

A few months ago English bank clerks 
were to be seen in their old clothes delving 
into heaps of rubble to recover their cus- 
tomers’ effects, and the tradition of service 
was certainly maintained. 

W. W. Syrett, Accountant, 

Foreign Department, 
The National Bank Limited, 
13, Old Broad St., E. C. 2, London, England 
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EFENSE SAVINGS 
DNDS AND-STAMPS 





Left to right, in the bank’s special ‘‘defense room”’: 
Lewis E. Gilman, Lt. Commander Austin S. Kibbee, U. S. N. R., President Cox and Vice-president Roy W. Lawson 


C/heBurroughs 


Clearing House 


11 










Mrs. Gray, secretary to Lt. Commander Kibbee, Vice-president 


One important first step was to set up a definite organization to handle defense activities 


DEFENSE Leadership 


How a 108-year-old Boston bank has pioneered in helping its clients obtain 
defense work and what it is doing today particularly to aid smaller plants 


HEN the national defense pro- 
gram was launched in _ the 
Spring of 1940, the officers of 


) this bank saw that it offered them a 


public duty and a great opportunity. 


| We set to work at once in an effort to 
S assist 


local industries in obtaining 
defense work. The organization we 


j have set up has been considered un- 
| usual in its scope. The vice-president 


of a New York City bank, for instance, 
has stated that after traveling all over 


} the East he has not found any bank 
| Covering the subject as actively or as 
| thoroughly as we do. 


We have been 
asked to describe our activities in this 
regard, for whatever interest or benefit 


such a description may be to fellow- 
bankers. 


By 
RAYMOND B. COX 


President, Webster and Atlas National Bank 
of Boston, Boston, Massachusetts 


The subject is especially timely, in 
view of the current efforts to spread 
subcontracting. This is becoming 
urgent if smaller plants, particularly, 
are to be saved from strangulation 
through inability to obtain needed 
materials to continue operations. The 
shutting down of such enterprises will 
be severely felt in many communities, 
and perhaps it is pertinent here to 
point out that the local banks cannot 
fail to feel the repercussions. Thus it 


is to their own self-interest, as well as 
for the welfare of the community and 
of the nation, to do everything possible 
to aid in the subcontracting drive. 

The present emphasis on subcon- 
tracting is not entirely for the purpose 
of saving small industry. As _ the 
defense program has grown into a one 
hundred billion dollar giant, there has 
come the realization that a great many 
more of the nation’s 184,000 factories 
will have to be utilized. New plants 
and new machine tools are not going 
to solve the problem alone. We have 
got to make more complete use of the 
tools we now have, if all-out production 
is to be attained. 

The government has set up a re- 
organized and augmented OPM Divi- 

















turers of liew England. 
them seoure prime and 


WEBSTER anv ATLAS NATIONAL BANK 
OF BOSTON 


ESTABLISHED tass 


19% WASHINGTON STREET. BOSTON, MASSACHUSETTS 
Av STATE STREET 


. dones Company 
1Y Washington Street 


Me ssachusetts 


We understand that you have substantial contracts for the 


manufacture of articles used in our National Defenee Program. 


Ae you know, this bank mintaine a specific department for 


service to our customers and friends in this great nations] effort. 


in our files surveys of many of the large and small manufac- 
Se have been partioulerly active in helping 
sub-contracts, 


If you desire to sub-let any portion of the contract upon 


which you now are working, and will advise us in detail of its 
nature, we will endeavor to suggest to yo 
be able to handle this work, if you care to nave us do so, This 

is tn line with the effort of the UPM to spread this work as widely 
as possible, and to preserve our smaller 


u manufacturers who may 


industries. 


In this effort we are cooperating in « definite, orranized 


f, and we think we have been helpful. 


Awaiting your advices, I am, 


Very truly yours, 


Lt.Comunder austis S, 4ibbee, U.S.N.R. 
vefense Contract Service 


This letter, suggesting subcontracting, was sent 
to concerns having large defense orders 


sion of Contract Distribution to facili- 
tate subcontracting, but we believe 
from experience that there is a great 
deal that banks can do to supplement 
such. efforts. There is much worth- 
while business and an enormous amount 
of good will awaiting banks that will 
take the lead in helping the industries 
in their territories. The defense pro- 
gram today is so vast, so complex, that 
it staggers the small manufacturer. 
He does not know what kind of work 
to look for, or how to go and get it. 


N view of the crisis confronting so 

many concerns in our area, we have 
since October 1 intensified our already 
active defense services, especially in 
behalf of the smaller plants desiring 
subcontracts. One example of this 
is the letter, reproduced just above 
which we have sent to firms in this 
district that have obtained substantial 
defense orders. You will note that the 
letter mentions that the bank has 
made surveys of many New England 
manufacturers, and that because of 
this information we are able to suggest 
plants qualified to handle specific items 
on a subcontracting basis. Which 
brings us to the point that, to be of 
maximum assistance in bringing local 
industries and defense work together, 
it is highly recommended that banks 
set up a definite organization qualified 
to offer technical as well as financial 
advice. ‘This we did early in our 
experience, and perhaps this is the 
logical place to outline briefly just 
what our organization is and how it 
functions. 

As early as July, 1940, we began an 
aggressive advertising and new busi- 
ness campaign, soliciting opportunities 
to be of service in facilitating the 
execution of orders for national de- 
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fense. We soon added to our new busi- 
ness staff, so that we had four repre- 
sentatives calling upon the various 
New England manufacturers to ac- 
quaint them with our facilities. 

A special department was set up to 
handle the great number of inquiries 
and requests for financial assistance 
that we received. Vice-president Lewis 
E. Gilman has become a specialist in 
matters pertaining to ordnance con- 
tracts, while Vice-president Roy W. 
Lawson has made a specialty of supply 
contracts. 

In addition, we were particularly 
fortunate in obtaining the services of 
Lt. Commander Austin S. Kibbee, 
now retired from active duty and a 
member of the U. S. Naval Reserve. 
He is a graduate of Annapolis, was an 
active officer during the World War, 
and is an authority on the subject of 
armament. In addition, he is a mem- 
ber of a firm of consulting industrial 
engineers, with broad experience in 
converting plants over to a more 
diversified production. With this ideal 
background of knowledge, Lt. Com- 
mander Kibbee has been of great 
assistance to many of our customers in 
studying their facilities, advising them 
as to what items of defense equipment 
they are best qualified to produce, and 
helping them to obtain such business. 

We early established cordial rela- 
tions with the local procurement of- 
ficials, representing the Quartermaster 
Corps, the Ordnance Department, etc., 
and also with the OPM representa- 
tives. In fact, we have made it a 
point to circulate around and become 
acquainted with these men, not for any 
special favors but particularly to keep 
informed on new developments. We 
have learned their requirements at 
first hand, and have passed this infor- 
mation along to our customers. Of- 
ficials of the bank have likewise con- 


sistently attended defense meetings 
and clinics, including those held 
by Harvard University Graduate Busi- 
ness School. 

We have previously mentioned the 
surveys of New England manufactur- 
ing plants which the bank has in its 
files. This is a vital part of our pro- 
gram, and is constantly being en- 
larged in scope. Names of concerns 
to be surveyed are drawn from the 
bank’s list of customers and business 
prospects. Lt. Commander Kibbee 
then makes a personal visit to each 
plant, preparing a report on its ma- 
chinery and equipment, personnel, 
training facilities, normal products, 
kind of work for which it is_ best 
qualified, etc. Such reports are filed 
together in a ring binder that is 
steadily becoming more voluminous. 


"THE surveys are not merely filed 

away and forgotten, however. On 
the contrary, the information they 
contain is constantly being used, for 
we have found that to accomplish 
worthwhile results in our effort to 
assist local industries in obtaining 
defense work, it is necessary to build 
statistics into needed facts. 

For example, we have a list of the 
literally hundreds of items that go 
into the construction of the hull of a 
ship. Alongside this long list of items 
we place the names of concerns quali- 
fied in each case to make such equip- 
ment. This survey we leave with the 
large shipbuilders and naval architects, 
with whom we have established close 
contacts. Similarly, we have built up 
contacts with other large companies 
that we know are obtaining substantial 
defense orders, and here also we leave 
copies of surveys listing the bank’s 
customers and what they are qualified 
to produce. 

Careful check is made daily of the 





Lt. Commander Kibbee reviews plant surveys with prime contractor 
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Small stamping plant, a bank customer, obtained order for 20,000 
baking pans to be used in U. S. army ovens 





Lt. Commander Kibbee, inspecting equipment of small manu- 


facturer, notes possibilities for defense work 


Through plant surveys, the bank has been able to help clients obtain defense contracts and subcontracts 


new defense contracts that have been 
awarded to firms in this area, and from 
the information gathered in the plant 
surveys, we have been able in many 
cases to arrange for parceling out some 
of the work to the bank’s business cus- 
tomers or prospects. The list of 
defense contract awards is published 
by the ““U. S. Government Advertiser,” 
and another source is the weekly bulle- 
tin issued by the Associated Industries 
which lists the 
awards to Massachusetts firms. 

The “U. S. Government Advertiser” 
also lists items of defense equipment 
upon which bids are invited, and the 
bank is glad to pass this information 
along to concerns which the plant sur- 


| veys indicate are qualified to produce 


such material. 
Surprising, indeed, are some of the 
adaptations that have been achieved, 


| in converting facilities of peace-time 


industries into the production of 
defense items. Perhaps the best way 
to illustrate this, and also to show 
how the bank’s defense department 


| has actually functioned, is to cite a 


few of the many interesting examples 
that come to mind. They provide the 
encouraging evidence that merely be- 
cause a plant has heretofore been 
devoted to some product apparently 
entirely unrelated to the preparedness 
program, that fact is no sure criterion 
that the concern has no place in the 
defense picture. The change-over 
from ‘“‘butter to guns” has been accom- 
plished in so many unexpected ways 
that I am no longer surprised at any 
such metamorphosis. 


An instance of this is a local paper 
box manufacturer who had been un- 
able to obtain any defense orders. 
Lt. Commander Kibbee, in surveying 
the company’s facilities, discovered 
that the plant had a small machine 
shop which was used to keep its own 
specialized machinery in repair. This 
machine shop is now making crank- 
shafts for a large New England ship- 
building company. 

We knew of a clock company that 
had a large contract for making clocks 
for the Navy. We discovered equip- 
ment in the plant of a manufacturer of 
musical instruments that could be 
adapted to handle a phase of the job, 
and the bank helped this latter con- 
cern to obtain a subcontract. 

Then there is a nearby wire manu- 
facturer who specializes in such domes- 
tic necessities as flour sieves, mouse- 
traps, and the like—hardly what one 
would think of as a potential supplier 
of a defense need. Yet through the 
liaison efforts of the bank, the plant 
was able to obtain a $20,000 contract 
from the Maritime Commission for 
wire baskets to be used in ships being 
built for our merchant marine and, 
once having started, soon obtained 
other work. 

A similar example is that of a small 
stamping and manufacturing enter- 
prise in Cambridge, financed by the 
bank, specializing in such products as 
funnels, pails, egg beaters, etc. It is 
an interesting side light to us that this 
concern, founded in 1833, manufac- 
tured a patented combination knife, 
fork and spoon that was widely used 


by the Union Army during the Civil 
War and is now being considered for 
the present army. It has obtained a 
current order for 20,000 baking pans to 
be used in the U. S. Army ovens. The 
wire company previously referred to 
furnishes the wire reinforcements 
around the edges of the pans. 


FROM actual experience, we know 

how serious the supply situation has 
already become for many manufac- 
turers. One producer of interior tele- 
phone systems for apartments, hotels 
and similar buildings foresaw the acute 
need for obtaining defense work if he 
was to continue operations. Happen- 
ing to meet our Vice-president Gilman 
at a luncheon, this manufacturer from 
Quincy explained his predicament, 
adding that his own bank had been 
unable to lend any assistance. We 
knew of a customer with large prime 
contracts for interior signal systems 
for battleships, brought the two com- 
panies together, and in less than a 
month had helped the prime contractor 
to farm out more than $100,000 worth 
of work to the Quincy concern. The 
bank then introduced the Quincy 
manufacturer to authorities at the 
Portsmouth naval yard, where he 
obtained $400,000 in defense orders. 
This work now constitutes 60 per cent 
of his total production. Naturally, 
this concern has opened a handsome 
account in the bank, as have many 
others in similar circumstances. 

Lt. Commander Kibbee recently 


surveyed the facilities of an automatic 
See DEFENSE LEADERSHIP—Page 30 
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in earning adequate revenues on 

their funds, and consequently 
they need to hold their operating costs 
to the lowest practical levels. At the 
same time, these costs are subjected to 
external pressures which tend to force 
them upward. The 40-hour week is 
one such influence. Probably even 
more important is the growing propor- 
tion of inexperienced employees in 
bank clerical forces. These new em- 
ployees have been hired to replace 
experienced people who have gone into 
military service and defense industry, 
or who have been otherwise attracted 
from banking as a result of the up- 
surge of business. 

Operating officers of large and small 
banks agree that in times like the 
present, it is beyond the limits of pos- 
sibility to keep bank operating costs 
working downward. But also they 
agree that it is currently all the more 
important to keep close control upon 
expenses and production in operating 
sections. 

The comptroller’s department of 
the Harris Trust & Savings Bank, 
Chicago, has over the years developed 
a method to supply the information 
needed for keeping costs in step with 
production. The results achieved in 
some of the operating sections of the 
bank under present conditions testify 
the value of such a method of expense 
control in eliminating waste and hold- 
ing costs in bounds. 

Charles C. Looney, comptroller of 
the Harris Trust, points out that his 
institution’s method is neither com- 
pletely original nor perfected. Start- 
ing from a purely statistical summary 
which had its drawbacks because it 
was large and difficult to comprehend 
readily, the Harris Trust has system- 
atically searched out the methods em- 
ployed in other banks which concen- 
trate on similar approaches to expense 
control. Its own ideas have been 
supplemented and modified by the 
experience of other institutions, so that 
the method presently in effect is 
merely the most satisfactory way it has 
yet discovered to suit the conditions of 
the Harris Trust. 

Essentially, the method consists of 
charts for each operating department 


Bie continue to have difficulty 
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Charts that Aid in 


EXPENSE CONTROL 


By 
ARTHUR VAN VLISSINGEN 


Notable savings have been achieved through these 


work unit charts, maintained by Harris Trust and 


Savings Bank in Chicago. 


costs are rising out of proportion to production 


showing in three separate sections, the 
three major factors in the equation: 
Direct Expense, Work Units, and 
Number of Employees. Each chart is 
set up to cover the past four years, 
with space to complete the present 
calendar year. At the end of the year, 
a new set of charts is drawn, dropping 
off the earliest year from the preceding 
chart, and leaving space for the year 
just ahead. Thus, the operating 
specialist studying costs in a section 


The trend of work units varied but per-item costs were reduced 


They clearly show when 
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has the benefit of comparing the trend ' 
developed during the past four years di z 
and the curve of what currently is — 
happening. rs 
The principle should be simple tof * St 

understand after consulting the chart 
for Department A. Note the upper ei 
one-third of the chart sheet, the part si 
marked “Direct Expense.” The line | rF ¥ 
which starts at the extreme left} wee 
(January, 1937) connects the points Py 
which have been plotted on the graph F “at 
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A desirable situation: rising activity, little change in costs 


to represent the number of dollars of 
direct expense incurred for the operat- 
ing section which is covered on the 
sheet. 

Starting farther to the right (Decem- 
ber, 1937) is a line representing what 
the comptroller’s department terms 
the 12-months lagging average. This 
line connects points plotted to repre- 
sent the average direct expense by 
12-months periods. Thus, the start- 
ing point of the lagging average line 


represents the average direct expense 
for the year 1937. The next point 
represents the period of February, 
1937, through January, 1938. And so 
on. The lagging average line has the 
advantage of avoiding the more violent 
fluctuations of the other line. Where 
the actual expense line runs higher 
than the lagging average line, the 
area between these lines on the chart 
is colored red as a warning that the 
situation is in question, and is proba- 


Work units dropped slowly, expense crept up until checked 
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bly dangerous to the department’s 
showing. 

The middle one-third of the chart 
represents work units produced by the 
section. The term requires definition. 
An item in this bank has a weighting 
factor by which the number of items 
must be multiplied for evaluation of 
relative costs. Clearly, the work item 
represented by the handling of an 
exchange bill is far less than the work 
item represented by making out a 
foreign commercial letter of credit. 
Actually, the weighting factor is: fe: 
an exchange bill, 1; for a foreign com- 
mercial letter of credit, 30. Thus an 
exchange bill is one work unit, but a 
foreign commercial letter of credit is 
30 work units. 

In the chart of work units, one line 

represents actual number of work 
units performed by the section month 
by month, and the other line is the 
12-months lagging average. Contrary 
to the situation described for direct 
expense, in the graph of work units it 
is desirable to have the performance 
curve above the lagging average curve; 
this means that the department is 
doing more work than it averaged for 
the preceding year. Wherever this 
condition exists on a work units graph. 
the area between the lines is colored 
green. — 
The bottom one-third of the chart 
for Department A shows the number 
of employees on the payroll in this 
operating section on the last day of the 
month. This method of plotting the 
line is currently being considered for 
possible revision. As now handled, it 
produces sharp jogs when an employee 
leaves just before the month’s end or 
when other temporary irregularities in 
personnel occur at this particular time 
of month that gets sole representation 
on the graph. Probable improvement 
will be to substitute the figure for the 
average number of employees during 
the entire month. 


"THERE are other known imperfec- 

tions in the method of charting now 
used. These weaknesses are of less 
practical importance than theoretical, 
since the comptroller and his assistants 
invariably know the causes of abnormal 
swings, and make due allowance. A 
common cause of a one-month peak in 
direct expenses is the purchase of an 
important amount of new equipment. 
The bank charges this as a lump-sum 
expense to the section for which it was 
purchased, and the expense curve runs 
up a point like a needle. Similarly, 
certain departments are forced to rely 
upon summer-vacation fill-ins by non- 
department employees, with conse- 
quent cyclical rises in their expense 
curves. 

Now that the principle of the chart 
is understood, suppose we examine the 
chart for Department A not for how 
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Revealing results from change in system and machine operation 


it is designed but rather for what il 
shows about operating. This is an 
actual graph of one of the Harris 
Trust’s operating sections, and it 
shows a difficult situation that arose 
some months ago in a department 
where shifts of the bank’s business 
were steadily decreasing the work 
units performed, while the number of 
employees and the dollars of expense 
held the level of previous, more active 
times. The comptroller’s department 
kept pressing for a reduction in costs 
to bring expenses into line with 
activity. The supervisor reported that 
under current operating routines his 
department was operating with a skele- 
ton force which represented the irre- 
ducible minimum personnel. But he 
asked for assistance in rearranging 
duties, in the hope that the desired 
reduction in expenses could be effected. 

The comptroller’s department as- 
signed a systems man to the problem, 
told him to take whatever time was 
required to find the answers and how 
to apply them. The specialist went to 
work in the department, learned every 
operation so that he could understand 
exactly how it fitted into the puzzle. 
After some weeks, recommendations 
were made, and adopted, for consoli- 
dating jobs so that a smaller skeleton 
force would be adequate. The ironic 
sequel is that shortly after this recom- 
mendation, and on the heels of the 
reduction in force there by transfer of 
the extra help to other work in the 
bank, this section’s activity began to 
soar. The story may be read in the 
chart, showing an increase in work 
units which for the first half of 1941 


averaged 43 per cent above the first 
half of 1940. In consequence, the 
force was increased to the former level. 
But —and this is significant —there has 
been a slight, but worthwhile, decrease 
in per-item cost over what had previ- 
ously been considered satisfactory for 
capacity operation of the section. 

A situation that the comptroller 
considers highly desirable is that shown 
in the chart for Department B. Direct 
expense here has run along at practi- 
cally dead level for five years, in both 
the performance curve and the lagging 
average curve. Simultaneously, the 
activity, in work units, has risen from 
about 13,000 average to 18,000. And 
for several months, from the summer 
of 1940 until a rapid increase in activity 
canceled it out, there was actually a 
saving in number of employees in the 
department. 


HIS came about as a spontaneous 

improvement from within the sec- 
tion itself. It happens to be a tellers 
section, and a member of the unit made 
the suggestion which has permitted 
this saving. Some years previous, the 
bank had adopted in all other tellers 
sections a policy of averaging float on 
individual accounts as two days, 
instead of computing it individually. 
For some reason, this simplification of 
process was never made effective in 
the section we are now considering. 
The employee pointed out that the 
float was still being computed indi- 
vidually here on all deposits, and thus 
using time needlessly. Putting this 
change into effect made it possible for 
the section to get along comfortably 


with four men instead of five for the 
next several months. Then, activity 
boomed, so that work unit volume is 
now up from 15,000 to 18,000. ‘This 
made it necessary to restore the per- 
sonnel to five. But—per-capita out- 
put of work units is up by 20 per cent 
as a result of this simple change, and 


expense of the section is down by 23 § 


per cent. 

Before the work unit graphs were 
developed, practically the same facts 
were available from monthly operat- 
ing sheets, 24 by 18 inches and 
covered with close-written figures. 


These sheets show distribution of § 


items in each 


weighting, 


expense, number of 
department, 
units, unit costs, and 
There are several such sheets each 
month, covering the major divisions 
of the bank. 

Working from such massive aggre- 


number of § 
item costs. 


Tee 


gations of statistics was a handicap. § 


It took hours of concentrated study 
behind a closed door to give one man a 


comprehensive picture of the relative F 


performance of the various operating 
sections. And because relatively minor 
shifts in large-size statistics are dil- 
ficult to comprehend and retain in 
mind, a significant change was occa- 
sionally overlooked by even the most 
conscientious executive. When eventu- 


ally such a trend was discovered next P 


month or next year, it was so much 
water over the dam. 

These large summary sheets are still 
compiled, and still used. But today, 
instead of being the major reliance of 
the comptroller’s department for turn- 
ing up the exceptional situation that 
needs close attention, the sheets are 


course is had when something pops up 
on the work unit charts and seems to 
need looking into. The details are on 
the sheets, the visual presentation on 
the graphs. 
tives rely upon the charts to warm 
them. 


ae cee 


The responsible execu- 7 


The work unit charts are made up & 


in the comptroller’s department by 4 
clerk who sandwiches much of the 
preliminary work between major tasks. 
The basic information comes to the 


department from the operating section 


heads, each of whom sends up his 
figures once a month—a five-minute 
job of getting up a single small sheet. 
As these arrive and as the chart clerk 
finds odd moments, he converts these 
items into units by using the weight 
factors. When the last report arrives, 
he plots the new month’s points on the 
charts, extends the lines, and sends the 
loose-leaf book in to the comptroller. 
Total clerical time: less than one day 
per month. 

“Going through the book of charts 
takes about 15 minutes,” explails 
Mr. Looney. ‘“‘The trends are appal- 


See EXPENSE CONTROL—Page 38 
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By HEN RY D. RALPH, Washington Correspondent 


Unprecedented Treasury 
Financing Ahead 


Financing operations of unprece- 
dented scope must be undertaken by 
the Federal Government next year to 
pay for the huge defense program. 

Guesses are being made as to the 
size of the budget for the 1942-43 fiscal 
year which the President will submit 
to Congress next month. 

For the current fiscal year, not yet 
half completed, the budget totals some 
$31.6 billion, considerably more than 
double the expenditures of fiscal 1941, 


) of which $6.6 billion is for non-defense 


or ordinary government functions. 
Appropriations and authorizations for 
the defense program since its inception 
in June, 1940, now total $67.5 billion 
which will be spent over a period of 


» years in spite of efforts to speed up 


the program, and the next six months 
are certain to see additional appropri- 
ations. 

The next budget, therefore, will 
probably call for an expenditure of 
around $40 billion for the 1942-43 
fiscal year, and may actually be higher 
if the war lasts another 18 months. 
This means spending at least 40 per 
cent of our national income for defense. 

The government’s income from taxes 
during the current fiscal year will be 
about $12 billion, and when the reve- 
nue act of last September becomes 
lully effective taxes now on the books 
will yield between $14 and $16 billion 
annually, depending on the price and 
wage levels prevailing. 

The Treasury is now working on 
tax plans to yield some $4 or $5 billion 
additional, hoping to take in from $18 
to $20 billion a Year in taxes. Several 
iiormal suggestions have aroused 
Opposition in Congress but no satis- 
lactory alternatives have been ad- 
vanced. One proposal was the excess 
protits tax to limit the profits of any 
business enterprise to 6 per cent of 
invested capital. The latest proposal 








LEON HENDERSON 
Price Administrator 


HENRY MORGENTHAU, Jr. 
Secretary of the Treasury 


The present problem is to raise billions, avoid inflation 


is a gross income or withholding tax 
deducted at the source, averaging 
about 15 per cent on all wages, 
salaries, dividends and interest pay- 
ments. Another Treasury tax plan, 
to go along with the withholding or 
other new revenue laws, is for a sharp 
increase in the social security payroll 
taxes, to as much as 5 or 6 per cent 
for old age assistance with the em- 
ployee being taxed 3 per cent. The 
unemployment compensation system, 
now administered by the states, may 
be federalized, and the present tax of 
3 per cent on employers may be 
extended to groups not now covered 
and an additional tax imposed on 
employees. Still another payroll de- 
duction is under discussion, an em- 
ployee tax to provide a dismissal wage 
of two or three months’ pay to be 
paid to him by the government when 
he loses his job. 


Discussion includes also increases 
in corporation income and_ excess 
profits taxes, selective excise taxes at 
high rates designed to curtail civilian 
consumption of semi-luxury items, 
further increases in individual income 
taxes collected as at present and 
designed to prevent any individual 
from having a net income of more than 
perhaps $20,000 or $30,000 per year, 
and a general sales or manufacturer’s 
excise tax. 

Whatever form the next tax bill may 
take, the Treasury will have to borrow 
money at the rate of some $15 or $20 
billion per year as long as the defense 
program continues. The public debt 
limit of $65 billion will be reached in a 
few months, and the statutory limit 
will have to be raised again by Con- 
gress for the third time in three years. 
The Treasury wants to do as much of 
this borrowing as possible in ways 
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which do not increase the base of bank 
credit. Various new forms of securi- 
ties have been suggested and could be 
issued by the Treasury on short notice 
since no legislation would be required. 
Some life insurance and savings bank 
circles have suggested a new type of 
market bond which would be non- 
negotiable for a specified period of 
time and which would be designed for 
permanent individual investors. 

Pending decisions on what form new 
long-term securities will take, the 
Treasury is stepping up its weekly 
issues of 90-day discount bills in order 
to maintain its cash position, and is 
pushing the sale of small-denomination 
defense bonds and tax anticipation 
notes. The tax notes are selling 
rapidly, but are of more benefit to 
purchasers than to the Treasury. 

The sale of defense bonds has been 
only fair, and strenuous efforts are 
being made to step them up. When 
the new securities were placed on the 
market last May, Secretary Morgen- 
thau said he would be satisfied if sales 
averaged $300,000,000 per month. 
During the first six months of the 
program total sales were $1,775,124,- 
000, an average slightly under the 
Secretary’s expectations. Sales by 
months have been: May, $349,818,- 
000; June, $314,527,000; July, $342,- 
132,000; August, $265,606,000; Sep- 
tember, $232,327,000; October, $270,- 
713,000. 

While steadfastly adhering to his 
announced policy of not trying to force 
purchase of defense bonds by “‘drives,”’ 
‘“‘quotas,”’ and plans bordering on com- 
pulsion, Secretary Morgenthau is using 
all other devices to increase sales. 
Greatest hopes are pinned on voluntary 
payroll deduction systems for em- 
ployees of concerns of all types. Some 
government officials believe the ad- 
ministration will have to adopt some 
sort of “forced savings” plan in order 
to prevent inflation and finance the 
defense program, but others are vio- 
lently opposed. 

An innovation in government financ- 
ing is Secretary Morgenthau’s plan to 
have the Treasury take over the financ- 
ing of all agencies which heretofore 
have been issuing their own securities 
to the public, such as the Reconstruc- 
tion Finance Corporation, Commodity 
Credit Corporation, United States 
Housing Authority, and others. As 
outstanding issues of these agencies 
become due they will be refunded with 
direct Treasury obligations or paid off 
in cash and equivalent securities issued 
to the public. As these agencies need 
additional funds they will obtain them 
directly from the Treasury. It will 
require some five years to complete 
this program and will involve the 
refunding of between $5 and $7 billion. 

In connection with the huge new 
borrowing programs the Treasury may 
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eliminate the “free ride’? enjoyed by 
holders of refunded securities. Be- 
cause maturing securities usually carry 
rights to purchase new issues at par, 
the old securities are apt to be bid up 
in price by persons desirous of obtain- 
ing larger quantities of the new offer- 
ings than they would be allotted in the 
open market, thus permitting the 
owners of the old securities to sell 
them at a premium just before ma- 
turity. It is not unlikely that the 
Treasury will adopt a policy of paying 
off maturing issues in cash without 
any rights to refund them with new 
securities. 
” . Sd 


The Subcontract Program 
for Small Business 


Red, white and blue trains, truck 
caravans, traveling exhibits and clinics 
are now touring the country to show 
small manufacturers what is needed in 
the defense program and how they can 
get subcontracts to make parts for 
this equipment. This is just part of 
the subcontracting program of Floyd 
B. Odlum, head of the Contract 
Distribution Division of OPM. He is 


To show small manufacturers 


also opening many new field offices, 
replacing the limited number originally 
furnished for this work by the Federal 
Reserve banks and their branches, and 
sending out “flying squadrons’’ of 
engineers to help small plants convert 
their facilities to defense work. 

But in spite of these efforts, it is 
felt by OPM officials that thousands 
of the nation’s smaller manufacturing 
establishments may not be able to 
participate and may have to close down 
because of shortages of critical mate- 
rials. So Mr. Odlum is devoting much 
of his attention to the problem of 
keeping small business alive. Con- 
sideration is being given to creating a 
pool of a small percentage of critical 
materials which could be allotted to 
small, non-defense plants to keep them 
operating at least at a subsistence level. 

Another suggestion of Mr. Odlum. 
which has received favorable comment 
in Congress, is that the government 
provide some means of financing small 
non-defense plants during the emer- 
gency in order to prevent widespread 
bankruptcies. His reasoning is that 
their difficulties are caused by the 
government and that the government 
is as obligated to them as to drought- 


what is needed for defense 
Harris & Ewing Photos 
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A novel experiment in defense housing by the Defense Homes Corporation, RFC subsidiary 


stricken farmers. This situation is 
reviving the agitation for a more or 
less permanent system of credit insti- 
tutions to extend financial assistance 
to small business concerns of all types, 
whether through the RFC, the Federal 
Reserve System, new types of credit 
institutions, or government-guaranteed 
bank loans. 
Sd + 


Wage Hour Law Coming 
before Supreme Court 


The Supreme Court will soon pass 
on one phase of the wage and hour law 
of considerable interest to bankers, and 
other aspects of the law’s application 
to banks may come before the courts 


in the near future. 


The Supreme Court has agreed to 
review the now famous case of the 
A. H. Belo Corporation, publisher of 
the Dallas Morning News, in which 
both district and circuit Federal courts 


' held the law was not violated by the 
| company’s plan of making individual 
| wage contracts with its “‘white collar’ 
» employees under a formula giving them 


the same total weekly salaries whether 
they work only the statutory minimum 


| of 40 hours per week or put in con- 
» siderable overtime. 
' Hour Division of the Department of 


The Wage and 


Labor contends that if this decision is 
upheld it will break down the applica- 
tion of the maximum hours sections of 
the law to workers earning more than 


| the minimum wage. A contrary ruling 


was obtained by the division in a 


» Federal court in Minnesota in a case 


against the First National Bank of 
Lake Charles, which was using a 


; somewhat similar plan, but the bank 


did not contest this case and took no 
appeal. 

Neither this Lake Charles case nor 
any others brought against banks to 
date have settled the question of 


whether or not banks are exempt from 
the act as instrumentalities of the 
Federal Government or because they 
are not engaged in interstate com- 
merce. The Minnesota court held 
that the Lake Charles bank was en- 
gaged in interstate commerce, but 
attorneys do not consider this ruling a 
precedent because the case was not 
contested or appealed. Another pos- 
sible test case against the National 
Bank of Commerce at Charleston, 
W. Va., was dismissed by the court on 
the ground that the bank had volun- 
tarily complied with the act as soon as 
its unintentional violations had been 
pointed out to it. At least two other 
attempts to enjoin banks from alleged 
violations of the act are pending in 
Federal courts, against the Industrial 
Bank and Trust Company of St. Louis, 
Missouri, and Bank of America N. T. 
& S. A., at San Francisco, California. 
The latter case is expected to hinge 
definitely on the question of the appli- 
cation of the act to banks, and may be 
appealed to the higher courts for a 
final ruling. 
+ o S 


Conducting Experiments in 
Defense Housing 


Priority restrictions on the use of 
critical materials in building construc- 
tion are causing builders to hunt for 
substitute materials and methods, and 
financing institutions may be called on 
to finance construction of radically 
new types of homes. 

Most novel of the new methods to 
come to the attention of Washington 
officials is an “‘igloo”’ type of concrete 
construction for building small resi- 
dences with a minimum use of critical 
materials and well within the $6,000 
limitation on defense housing. The 
Defense Homes Corporation, a subsid- 
iary of the Reconstruction Finance 


Corporation, is experimenting with the 
construction of ten of these strange 
structures in a suburb of Washington. 
A hemispherical balloon of rubber and 
canvas is inflated on a prepared founda- 
tion and sprayed with a special con- 
crete from a gun, a process which takes 
only a couple of hours. It is then rein- 
forced with wire and further concrete 
applied, after which the balloon is 
deflated and removed. Balloons of 
different shapes, some with square 
corners, will be tried in later experi- 
ments. 

Whether or not this particular type 
of construction becomes popular, it is 
an example of the attempts being 
made under the spur of defense neces- 
sity to develop new methods of small 
home construction which will save 
time, money, and critical materials, 
and which may lead to revolutionary 
and permanent construction methods. 
Housing of such radically different 
type may not be suitable for private 
mortgage lending until it is proved 
that it has a general public acceptance. 

OPM has established in its Civilian 
Supply Division a construction unit to 
work with builders having difficulties 
obtaining priorities for projects already 
under way and new ones entitled to 
preference because of defense applica- 
tion. Attempts are being made to 
supply preference ratings for material 
to complete construction work started 
before the October 9 announcement 
that priorities would not be granted 
for non-defense construction. OPM 
does not intend to depart from its 
stand that construction work in general 
must be undertaken without the 
expectation of getting priority assist- 
ance. 

Mortgage lenders are being advised 
to obtain assurance that contractors 
have all necessary supplies before 
making commitments to finance new 
home building projects. 
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ANKS attracted by the common 
trust idea will find Pennsylvania 
an ideal spot for viewing it 

under the microscope. At one time, 
some years ago, the state served as a 
laboratory for the idea with results 
that were not all that could be desired. 
Today, in contrast, a number of Penn- 
sylvania banks are presenting some 
particularly interesting developments 
in common trust operation. 

It was in 1925, by an amendment to 
an early statute, that the Pennsylvania 
legislature gave a powerful impetus to 
the creation of mortgage pools as trust 
investments. These were, in effect, 
common trust funds composed wholly 
of mortgages. What happened is 
history. It happened to the most 
astute mortgage investors and _ it 
happened to Pennsylvania’s mortgage 
pools. Many if not most of them were 
taken over by the state for liquidation, 
though at that, it is probable that the 
participating trusts fared somewhat 
better than did many investors in 
individual mortgages. 

Yet, concededly, the mortgage pool 
is still a sound investment set-up. 
Several of them are in operation in 
Pennsylvania today. The Pennsyl- 
vania Banking Act of 1933 re-affirmed 
the power of banks to create and 
operate them. Other legislation has 
carefully limited the type of mortgage 
that may be included. So, especially 
with long term trusts where quick 
liquidity is not an important factor, 
the mortgage pool is a good invest- 
ment instrumentality. 

For several reasons, however, chiefly 
the lack of liquidity, the mortgage pool 
was not considered by a number of 
banks as a complete and adequate 
solution to the problem of the small 
trust. To these banks the common 
trust of securities with quick liquidity 
and maneuverability was an indicated 
solution. Group handling and group 
investment arrangements would, they 
believed, produce satisfactory returns 
for the beneficiaries and allow fair 
compensation for the bank. But, as 
yel, there was no legal authority for 
anything except the mortgage pool. 

The first break came, oddly enough, 
with the Federal Revenue Acts of 1936 
and 1938 granting tax exemptions to 
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Common [Rusts | 
in Pennsylvania 


By 
CHARLES R. ROSENBERG, Jr. 


Pennsylvania banks have now had up to two years of 
experience in the operation of common trusts under 
Regulation F, which facilitates the group handling 


of small trust funds upon 


a more profitable basis. 


The results obtained to date are well worth noting 








NAME 


Girard Trust Company.......... 
Girard Trust Company 


Fidelity-Philadelphia Trust 
ha. ise ax who. paced 


Provident Trust Company....... 








Pennsylvania Banks Operating Common Trust Funds 


The Pennsylvania Company........ 


Germantown Trust Company....... 


LOCATION TYPE OF TRUST 

.. Philadelphia Legal 

.. Philadelphia Discretionary 
Philadelphia Discretionary 

.. Philadelphia Discretionary 

.. Philadelphia Discretionary 
Philadelphia Discretionary 
Pittsburgh Discretionary 


Peoples-Pittsburgh Trust Company . 














Rapid growth, high yields, have characterized ‘‘discretionary“’ trusts 


common trust funds operated by 
banks. Such preferential treatment 
argued that the Federal Government 
regarded common trusts with favor. 
This Federal indulgence, however, did 
not overcome the old English Equity 
rule that holds a trustee liable for 
“mingling” trust funds or assets with 
other assets. Pennsylvania takes her 
Equity straight, and nothing less than 
an act of the legislature could make 
common trust funds legally possible 
there. 

Finally, it came. On June 24, 1939, 
Governor James of Pennsylvania 
signed the enabling statute, to become 
effective on October 1 of that year. 
The statute provides, among other 
things, that the operation of common 
trusts by Pennsylvania banks shall 
be subject to the laws of the state and 


of the United States and any and all F 


regulations under such laws. The 


Federal Revenue Act exempting com- 


mon trusts from taxation provides that 
they shall be subject to regulations 
issued by the Federal Reserve Board. 
The net result is that common trusts 
in Pennsylvania are operated to com- 
ply not only with the state statute but 
also with the requirements of Regula- 


oe 


tion F of the Federal Reserve Board. 
While common trusts are in certail § 


aspects investment trusts, they exist 
in Pennsylvania solely for the common 
investment of funds which the bank 
holds in a fiduciary capacity. 


In other & 


words, the bank must be the fiduciary Ff 


of the individual trust in the 
place; then it may invest the funds 0! 


first B 


the individual trust in the common § 


trust fund. The bank cannot go out 
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ARD OF GOVERNORS OF THE FED’ 
” RESERVE SYSTEM 





REGULATION F 


INTERNAL REVENUE CODE 


Section 169. Common Trust Funps 
(a) Derinitions.—The term “common trust fund" means 
a fund maintained by a bank (as defined in section 104)— 
(1) exclusively for the collective investment and re- 
investment of moneys contributed thereto by the bank in 
its capacity as a trustee, executor, administrator, or 








Section 1109 of Pennsylvania Banking 
stior y Code of 1 
— by Act app June 24, 1939, PL. 726” 
‘ trust company, or a bank and trust in i 
trust department, may establish and akaae we : cae 
common trust funds. The term “com: mi" 





‘a ; i and trus > 
Section 17, Common Trust Funps k guardian; an pose ep jade “estate” or “estates,” = used ia this 
os held by a national ban : ‘ 4 i ; 5 , include any trust or other fund ini 
(a) In general.—Funds receiv a in oa Common Trust (2) in conformity with the rules and regulations, pre the trust company or bank and trus administered by 


as fiduciary may ‘be — coll 


d in accordance with the pro- 
Pund 


i i > laws of the State in which 
visi { this section whenever the ! : which 
‘hor anaional bank is located authorize or permit such a 
; mats by State banks, trust companies, or other ——— 
which compete with national banks a ve ane “v4 

i din a Common Trust Fu 
funds shall not be invested } ee Tes eaten ae 
. provided for in subsection (d) 0! is Se : 
Bae 28. are specifically authorized by the State a. 
As-used in this regulation the term Pe —— beara ay 5 
: intai by a national bank exclu: 
means a fund maintained : . t feign. 
ive i sinvestment of moneys 
Ilective investment and reinvest nt one 
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‘administrator, or guardian.* 
“ae urpose of this section is to permit the use of Common 
Trust Funds as defined in section 169 velox i — 
he j , true fidu 5 - 
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rts to be negotiable or assignable. st in 
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r -rmit any funds of any trust to be investc 0 
Trot Fund if it has reason to believe that such trust was not 





vailing from time to time, of the Board of Governors of 
the Federal Reserve System pertaining to the collective 
investment of trust funds by national banks. 


(6) Taxation op Common Trust Funps.—A common trust 
fund shall not be subject to taxation under this chapter, sub- 
chapters A or B of chapter 2, or section 105 or 106 of the 
Revenue Act of 1935, 49 Stat. 1017, 1019, or chapter 6 and for 
the purposes of such chapters and subchapters shall not be 
considered a corporation. 

(c) Income oF Participants In Funp— 

(1) IncLusions 1n Net Income.—Each participant in 
the common trust fund in computing its net income shall 
include, whether or not distributed and whether or not 
distributable— 

(A) As a part of its short-term capital gains or 
losses, its proportionate share of the net short-term 
capital gain or loss of the common trust fund; 

(B) As a part of its long-term capital gains or 
losses, its proportionate share of the net long-term 
capital gain or loss of the common trust fund; 

(C) Its proportionate share of the ordinary net in- 
come or the ordinary net loss of the common trust 
fund, computed as provided in subsection (d). 


B. If the instrument und 


shall limit or restrict the investment of moneys 
in assets of the class authorized by law as legal 
the trust company or bank and ¢ - 


one) y such common trust fund i 
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The legal authority that paved the way for the establishment of common trusts in Pennsylvania 
































: However, there’s no prohibition against may be necessary to define clearly the 
the bank’s executing a bona fide trust rights of participants in the common 
; Other States Permitting agreement with a person, whereby the _ trust. 
T : Common Trusts bank becomes trustee of the fund A copy of the plan must be furnished 
q Sittin Sun sili, niiaiiie turned over, and then investing the on reasonable request to any person 
, ; there are at present thirteen other money in the common trust fund. —_——ihaving an interest in a trust whose 
states which have enabling statutes: Every common trust in Pennsylvania funds are invested in a participation 
y 3 DELAWARE is organized and operated under a writ- in the common trust. As a matter of 
J INDIANA ten plan approved by a resolution of fact, every Pennsylvania bank operat- 
y KENTUCKY the bank’s board of directors, as re- ing a common trust has its own care- 
q LOUISIANA quired by the Federal Reserve Board’s _ fully drawn plan covering all important 
y : MINNESOTA Regulation F, which, incidentally, is legal and practical matters incident to 
y If 9p an excellent blueprint for common the operation of the common trust. 
y q VERMONT trusts both in Pennsylvania and else- Printed copies of a bank’s plan are 
; ARIZONA where. available to anybody interested. By 
__| & FLORIDA Each bank may formulate its own removing all indefiniteness from com- 
E MASSACHUSETTS common trust plan, but under Regula- mon trust operation the plan serves 
MICHIGAN tion F certain mandatory provisions several useful purposes. It provides a 
SOUTH DAKOTA must be included. The plan must guide to the day by day management 
: _ Three states have some reference provide that the common trust will be of the common trust and protects the 
nd all - — to common trust administered in conformity with the position of the bank at all times; the 
The wee. 'SReee ate: rules and regulations of the Federal bank is safe so long as it has acted 
com OHIO Reserve Board relating to the collec- within the law and the terms of the 
s that F ee tive investment of trust funds. Fur- plan. Moreover, it answers the doubts 
ations ; . ther, the plan must include full and and questions of trust beneficiaries. 
30ard. . Connecticut and New Hampshire detailed provisions as to the manner 
trusts § ave been giving serious considera- in which the common trust is to b N addition t iri - 
tion to the enactment of proper st 1s to be JN addition to requiring the adop 
. con- & legislation, and in Missouri the operated. Specifically, it must set tion of the plan for the basic operation 
te bul & court has held that an authorizing forth definite provisions relating to the of the common trust, Regulation F 
egula- statute is not essential. investment powers of the bank with sets forth some explicit ‘“‘do’s” and 
3oard. respect to the common trust fund, “‘don’ts” for common trust manage- 
ertaln Ceeber ae allocation of income, profits and losses, ment. Most important of them are: 
- exist Major advantages are diversification, the terms and conditions governing the The bank’s own funds must not be 
mmon lower operating costs admission or withdrawal of participa- invested in the common trust. If the 
bank , tions in the common trust, the auditing bank acquires a participation in the 
other FF and settlement of accounts of the bank common trust through a creditor rela- 
uciary } and sell shares or participations in the with respect to the common trust tionship or for any other reason, such 
e first ‘ommon trust fund directly to the fund, the basis and method of valuing participation must be withdrawn on 
nds 0! general public; both the Pennsylvania assets in the common trust, the basis _ the first date on which the withdrawal 
mmon f} statute and the Federal Reserve Board upon which the common trust may be _ can be effected. 
go out} are definite and emphatic about that. terminated, and such other matters as The assets of the common trust are 
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= COMesnuntonent 
FIDELITY- PHILADELPHIA 


TRUST COMPANY 


NOW actively Jolicils 
YY? ” ees Sena 


the management of 


SMALL TRUSTS 


Do you know 


Re ENT developments and modern 
parry 


methods—including the discre 






common trust fund — for a SMALL. TRUST 
SMALL CRUSTS investment diversfication 

These are important advantage 
and flexibility’ not heretofore available a s 


There are others 


This news is Your Opportunity 


< 
Perhaps you have gwen 








httle thought to 
SMALL TRUSTS and their advantage 
Now—you may wish to do w 

Do you know, for example, that the Mod- 
ern Trus 


can be f 


n by which 










capital 
¢ behind 
or future have behin 


generations, while 1 15 earnng incame? 


Do you know that even a SMALL TRUST 
may be made so flexible that 
4 part of your capital may be 


used in case of emergencies? 


Do you know that it, also. may 
enahle you to take advantage them. 


of allowable tax savings” 





ORGANIZED 1808 
135 South Broad Street, Philadelphia 


Member bederal Reserve Sysem Membe 





that the proceeds of your 


life insurance may also be used as capital 


with this com- 
for several 


will not be 


porate trustee docs not die—and with this 
company a8 your corporate trustee, you 
your trust the stability and 


experience of 75 years of trust management 


Stop in. Let us tell you—or your lawyer 
—or both of you together— 
the full story of these SMALI 
TRUSTS. Their advantages 

why we are able to arrange 
how they are man- 


aged... what they will cost 


FIDELITY-PHILADELPHIA TRUST COMPANY 


1 Federal Deposit Insurance Corporatio 





Is Your 


Personal Surplus 
as much as $4,000 


Any amount of personal surplus—no matter how 
small or large—needs management these days as 
never before. 


Yet, providing security for your capital with a 
reasonable income from it, becomes increasingly 
complex'in these days of higher taxes and eco- 
nomic dislocations. 


For the man or woman who has something put by 
—and wants to protect it—seasoned management 
is essential; a plan for its future is imperative. 
Modern problems bring modern solutions, and 
Girard Trust has evolved a trust plan that permits 
smaller surpluses to be managed as efficiently as 
large estates—at a surprisingly low cost. For 
capital that ranges from $4,000 up, the “Planned 
Trust” has many advantages. 


Girard is, naturally, greatly interested in the 
“Planned Trust.” Our future depends on the 
quality of the service we render to the public; 
and one great public need today is adequate 
management of the modest personal surplus. 


Every individual with any available surplus should 
be familiar with this up-to-date development of 
trust service. You may point the trust towards 
any goal you desire without, however, entering 
into an irrevocable agreement. Consider, for ex- 
ample, the usefulness of such a trust for the 
accumulation and payment of income taxes. 
We seek the opportunity to discuss the 
“Planned Trust” with you. If you ewill call 
our Department of Information will see 
that you meet the right trust officer. Or 
write for the bookles “The Planned Trust”. 


Girard Trust Company 
BROAD AND CHESTNUT STREETS, PHILADELPHIA 
James E. Gowen, Presidens 





Chartered 18 20 


Member Federal Depowt Insurance Corporation: 
Member Federal Reserve System 





Newspaper advertising designed to attract small investment funds 


to be considered as assets held by the 
bank as fiduciary. 

No document evidencing a direct or 
indirect interest in the common trust 
may be issued in a form purporting to 
be negotiable or assignable. The 
Pennsylvania statute authorizes but 
does not compel the issuing of certifi- 
cates of participation. Apparently to 
avoid the possibility that a participa- 
tion ‘“‘document” might be construed 
as assignable, Pennsylvania banks with 
common trusts are not issuing such 
certificates at all, but make appropri- 
ate entries of participations in their 
own records. Such record entries are 
required by the state statute. Ordi- 
narily, these entries appear both in the 
common trust records and in the 
separate records of the _ respective 
participating trusts. This and many 
other common trust practices in Penn- 
sylvania hark back to the fact that 
common trust technique, in its present 
stage at least, is built on the basic idea 
that the only participants in the 
common trust are individual trusts of 
which the operating bank is already 
fiduciary. 

No assets of any individual trust 
may be invested in the common trust 
without the approval of the trust 
investment committee. 

No single participation in the com- 


mon trust may exceed 10 per cent of 
the value of the total assets of the 
common trust or the sum of $25,000, 
whichever is less, at the time of invest- 
ment. The Pennsylvania statute sim- 
ply specifies that no single participa- 
tion shall exceed $25,000. Of course, 
this is to prevent the situation whereby 
a single trust would be “holding the 
bag’’ for the common trust. 


"THE bank must not charge a fee for 

management of the common trust 
or receive any additional fees, commis- 
sions or compensations of any kind by 
reason of any participation. The bank 
may, however, recoup reasonable ex- 
penses incurred in the administration 
of the common trust. This is not un- 
reasonable in view of the fact that the 
bank ordinarily is entitled to fees or 
commissions as fiduciary of the indi- 
vidual participating trusts. The effect 
of additional fees or commissions for 
operating the common trust would be 
to make the participating trusts pay 
twice for the services of the fiduciary 
bank. 

An annual audit of the common 
trust must be made by auditors 
responsible only to the directors of the 
bank. A copy of this audit must be 
sent to each beneficiary of each partici- 
pating trust to whom a regular ac- 





counting would be rendered of the 
participating trust. 

At least quarterly, the trust invest- 
ment committee of the bank must 
determine the value of the assets in the 
common trust. No participation may 
be admitted to or withdrawn from the 
common trust except on the basis of 
such valuation and except on the date 
of the determination of such violation 
or within the two subsequent business 
days. All participations must be on 
the basis of a proportionate interest in 
all the assets of the common trust. 
By inference from Regulation F and 
by specific provision of the Pennsyl- 
vania statute, withdrawal of a par- 
ticipation must be on the basis of 
proportionate interest in the common 
trust assets at the time of withdrawal. 

No participation may be admitted 
or withdrawn unless notice of intention 
has been given prior to the date of 
valuation. Such notice may be given, 
however, by an appropriate notation 
in the records of the bank. 

No common trust investment in the 
securities of any one issuer shall exceed 
10 per cent of the total assets of the 
common trust, except that this does 
not apply to United States Govern- 
ment securities. 

No common trust investment in any 
one class of shares of stock of any one 
corporation may exceed 5 per cent of 
the total of such shares outstanding. 

The bank must maintain in cash 
and readily marketable securities such 
part of the common trust assets as 
may be necessary to provide ade- 
quately for the needs of participating 
trusts and to prevent inequities be- 
tween such trusts. New participations 
may not be admitted or withdrawals 
allowed if the net result is that less 
than 40 per cent of the common trust 
assets would be composed of cash and 
readily marketable securities. Em- 
phasizing Pennsylvania’s confidence in 
mortgages as trust investments, the 
state law specifically authorizes mort- 
gages as trust investments up to 
40 per cent of the total value of all 
assets in the common trust. 

The possibility of honest mistakes. 
that perennial bugaboo of all trust! 
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officers, is recognized by both Regula- § 


tion F and the Pennsylvania statute. 
Both provide that the bank is not 
answerable for a mistake made in 
good faith if it is corrected promptly 
after discovery. The Pennsylvania 
Act specifically prohibits the invest 
ment of trust assets in a common trust 
where such investment would be con- 
trary to restrictions in the trust instru- 
ment creating the individual trust. 
Such a complete and_ clear-cul 
charter should have meant clear sailing 
for Pennsylvania banks desiring ' 
set up common trusts. It did, excep! 
for one thing: the old, hamperins 
See COMMON TRUSTS—Page 39 
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HARRY C. CARR 


CARL W. ALLENDOERFER 


FREDERICK G. DONALDSON 


HARRY C. CARR... Broad experience in business as well as financial man- 
agement is combined in the career of Harry C. Carr, director and new president of the 
First National Bank, Philadelphia, who has succeeded the late Livingston E. Jones. 
Mr. Carr is also vice-president and treasurer of Bayuk Cigars, Inc., and has been a 
prominent business executive in Philadelphia for approximately 30 years. The First 
National Bank holds the first national bank charter issued in the United States. 


ISAAC W. ROBERTS. ... Mr. Roberts is the new president of the Philadelphia 
Saving Fund Society, oldest savings bank in the United States and one of the largest, 
with over 550,000 deposit accounts totaling more than $350,000,000. Vice-president 











































ISAAC W. ROBERTS 


D. H. GRISWOLD 


of the bank since 1931, Mr. Roberts was moved up to 
the presidency to succeed the late Stacy B. Lloyd. 


CARL W. ALLENDOERFER ... In a series of 
executive changes, Mr. Allendoerfer recently was elected 
president of the $150,000,000 First National Bank of 
Kansas City, Missouri, advancing from the vice-presi- 
dency. H.T. Abernathy, formerly president, is the new 
chairman of the board, succeeding E. F. Swinney who is 
now chairman of the executive committee. 


D. H. GRISWOLD... Two of the three largest 
banks in Chattanooga, Tenn., the American Trust & 
Banking Company and The Commercial National Bank, 
with combined resources of $27,838,000, were merged on 
October 27 under the title of the former: Mr. Griswold, 
American Trust president, continues in that capacity; 
S. L. Probasco, formerly vice-president of American 
Trust, is chairman of the board. 


FREDERICK G. DONALDSON... Mr. Donald- 
son has been elected president of the Montreal Trust 
Co., Montreal, of which he has been for some years vice- 
president and general manager. He succeeds the late 
Sir Herbert Holt. 


RULON F. STARLEY... Bank Commissioner of 
Utah since 1935, Mr. Starley is president of the National 
Association of Supervisors of State Banks. He has been 
connected with state bank supervision and liquidation 
for eleven years. 


R. IRBY DIDIER... Mr. Didier is the first full- 
time secretary of the Louisiana Bankers Association. 
Prior to his appointment he had been Chief State Bank 
Examiner in Louisiana. 


RULON F. STARLEY R. IRBY DIDIER 














“I’m about crazy,’ burst out John. “The cash 


was five hundred dollars short tonight.“ 


BOUT nine o’clock on a drizzly 
A December evening the doorbell 
on Mr. Clutchbill’s small white 
cottage gave a short, frightened hum. 
The old director of the Ferndale Na- 
tional Bank exchanged an inquiring 
glance with his ancient sister, Miss 
Marilla, who sat opposite him at the 
sitting room table. 

Miss Marilla glanced at the clock. 
‘““Who do you suppose it is?”’ she asked 
in a startled voice. 

“Don’t know.” Mr. Clutchbill laid 
down his paper, scuffed in his slippers 
out into the front hall, noisily unlocked 
the door and swung it back. 

“‘Wh-why, John! What’s the mat- 
ter?” burst out Mr. Clutchbill as he 
gazed in surprise at the dark form of 
his cashier, John Atwood, who was 
standing silently on the doorstep. 

“Mr. Clutchbill, I can’t stand it 
any longer, I’ve got to see you,” said 
John in a strained voice. 

“What! Something’s happened? 
Come in.” 

When John entered the sitting room 
Miss Marilla started to smile but it 
suddenly faded as she noticed the 
cashier’s pale face. Quickly picking 


up her sewing she went out into the 
kitchen and discreetly closed the door. 

“I’m just about crazy,” burst out 
John sitting down on the edge of a 
“The cash was five hundred 


chair. 
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DtrRECTOR 
LUTCHBILL 


racks Down 
a Shortage | 


By 


FRED COPELAND 


Repeated disappearances of cash from the vault of 


the Ferndale National Bank reflect suspicion upon 


members of the staff. 


Every effort to trace the 


missing money proves futile, until Mr. Clutchbill 


personally plans an ambush for the guilty culprit 


dollars short when we settled tonight. 
Just a week ago it was one hundred 
short. We can’t find a cent. Some- 
body besides me has got to know 
about this!” 

*‘Five . . . six hundred dollars short! 
Why, John! What on earth...” 

“It’s a complete mystery,” John 
edged forward with a strange look at 
Mr. Clutchbill, “because it’s packages 
of currency in the vault that dis- 
appear.” 

‘What! From the cash chest in the 
vault? I can’t believe it.” Mr. 
Clutchbill stared at John. ‘Why, that 
cash chest is behind a steel grille with 
a spring lock door.” 

““Mr. Clutchbill,’ John’s voice was 
grave, “I absolutely know a package 
of five hundred left that vault some- 
time today. I dated and put my 
initials on the band this morning. It 
was gone tonight when I settled. Both 





times it has happened on a Friday. 
Gracious! I dread to see 
Friday come around.” 

“Eh, I hate to, um, say this.” Mr. 


Clutchbill pulled sternly on his goatee F 
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“You don’t think it’s al & 
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inside job? Any of the clerks, Willie 
Dexter or the women?’’ 
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“I admit it has crossed my mind,” 


nodded John with averted eyes. “Bul 
if it is, it’s the slickest work I ever 
heard of. No one except myself has 4 


in the vault. 


“To 


5 “eh. 


enough to reach through the bars and § 


even touch the cash chest. 
I’m out an hour for lunch. But evel 
if all the clerks were involved, how 
could they get in?” 

“Mm-m. John, do you know whethe! 


any of the clerks have had any Ulf 


expected call on them for money since 
this business started?” 


Of course, § 
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The old director began 


“Well, of course Willie let himself 
in for quite a wad when he bought a 
new car about a month ago. He 
traded with the Bizel Motor Sales for 
about seven hundred. I hate to tell 
you this, Mr. Clutchbill. Willie is a 
good boy.” 

“Hm-m, yes-s,’’ breathed Mr. 
Clutchbill softly. “Curious you are 
six hundred short at just the time 
Willie needed seven hundred. I’m 
wondering now if the other hundred 
he needs is going to disappear. Could 
we get into the vault before the clerks 
come in the morning?” 

“If you came at quarter past eight 
we could have fifteen minutes.” 

“I want to examine the vault with 


AFTER John took his leave, Mr. 


j ‘ “Clutchbill sat in motionless thought. 
“To think that Willie,” he muttered, 


“eh, how many years had it been? 
Fifteen —well, he should have his 
al It isn’t proven yet.” 

lhe next morning the old director 


“Til open it right up,” nodded John 


) hurrying to the vault door. 


Shortly the heavy steel door swung 
slowly open, revealing nests of safe 
deposit boxes on the right of the 
interior and- beyond them, dividing 
the vault interior in equal parts, the 
Shining steel bars of a grille partition 
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smearing the rim of the brass knob which released fhe grille door 


behind which sat the 
chest. 

John stepped forward and whipped 
out his keys to unlock and roll side- 
wise the grille door. 

‘Wait!’ ordered Mr. 
quickly. 

With a long flat key ready to thrust 
in the keyhole, John swung around. 

Mr. Clutchbill thrust out a thin, 
bony hand, slid it through the bars, 
seized a small brass knob inside and 
gave an awkward twist with his wrist. 
The door, hung on metal wheels, 
rolled backward. 

“You didn’t know that, did you, 
John?” 

John stared at the old gentleman 
with genuine surprise. ‘“‘No, I didn’t. 
Isn’t that steel shield around the lock 
supposed to keep anyone from reach- 
ing through?” 

“It was. But it wasn’t big enough. 
When the equipment was installed one 
of the workmen warned us a man with 
a small, slender hand could reach 
through and unlock the door with the 
brass knob inside. Nothing was ever 
done about it. Someone has found 
this out, someone who works in the 
bank or some safe deposit customer 
who enters the vault.” 

Cashier John Atwood and Mr. 
Clutchbill looked at each other a long 
moment, convinced who it was per- 
haps, but unable to say it in words. 

Mr. Clutchbill took a tiny box from 


bank’s cash 


Clutchbill 





his pocket. When he took off the 
cover a jet black powder was revealed. 
Carefully the old director began smear- 
ing the corrugated rim of the little 
brass knob which released the grille 
door from the inside. 

“Only you and I know about this, 
John. Lampblack doesn’t come off 
easy. Watch Willie’s fingers, and 
everyone who comes into this vault.” 

‘““‘By George!’ breathed John, “‘that 
certainly is going to do it! I dread to 
see that black smudge on someone’s 
fingers.” 

“IT feel like a murderer, myself,” 
nodded the old director solemnly. 
‘‘There’s one thing more. We'd better 
mark the notes in a $100 bundle of 
new one’s and leave it for bait on the 
top of the currency pile in the cash 
chest. Just put a pin prick through 
one of Washington’s eyes in the 
vignette on each dollar note and bank 
the package like new. Let me know 
if it disappears and any come back, 
especially if the Bizel Motor Sales 
bring them in.” 


Tis was on a Saturday morning. 
For John there was a dread fascina- 
tion in watching fingers that might 
suddenly become smeared with lamp- 
black. And that bundle of marked 
one’s. Each day after lunch he drifted 
into the vault and gave the cash chest 
a lightning glance. And each day the 
See DIRECTOR CLUTCHBILL—Page 35 
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CANADIAN BANKING 








By JAMES MONTAGNES 


Report on the Condition of 
Canadian Banks 


Charles St. Pierre, general manager 
of the Banque Canadienne Nationale, 
Montreal, was elected president for a 
two-year term of the Canadian Bank- 
ers’ Association at the 50th annual 
meeting in Toronto, November 13. 
He succeeds H. T. Jaffray, general 
manager of the Imperial Bank of 
Canada, Toronto, 

Mr. St. Pierre, who was born in 
Montreal 55 years ago, has been with 
the Banque Canadienne Nationale for 
38 years, starting as a junior and 
becoming general manager in 1936. 

Elected vice-presidents of the associ- 
ation at the annual meeting were A. 
E. Arscott, general manager of the 
Canadian Bank of Commerce, Toronto; 
G. W. Spinney, general manager, Bank 
of Montreal, Montreal; S. G. Dobson, 


general manager, Royal Bank of 
Canada, Montreal; and Robert Rae, 
general manager, Dominion Bank, 
Toronto. Arthur W. Rogers, K. C., 


was re-elected secretary-treasurer, and 
Vernon Knowles was reappointed pub- 
lic relations advisor. 

The Canadian Bankers’ Association 
will move its office from Toronto to 
Montreal, since it is customary to have 
the office in the same city as the 
president. 

Mr. Jaffray, retiring president, in 





CHARLES ST. PIERRE 


. newly elected president of the 
Canadian Bankers’ Association 


his annual report at the Toronto meet- 
ing stated that Canada’s ten chartered 
banks “‘have maintained a very strong 
position and stand ready to continue 
to support Canada’s war effort to the 
fullest that may be required of them. 

‘“A year ago total deposits of all 


kinds in the chartered banks had grown 
from $3,095 millions at the outbreak 
of the war to $3,142 millions a year 
later,” Mr. Jaffray reported. ‘On 
August 31, 1941, which completed the 
second year of the war, the figure had 
grown to $3,542 millions, an increase 
of $400 millions, but in this connection 
it should be pointed out that $311 


million of this increase was due to ff 


temporary balances of the Dominion 
Government from the Victory Loan 
in June. 

‘““A year ago I expressed confidence 
in the outcome of this war,” Mr. 
Jaffray concluded. “I have not in 
any way changed my views—but we 
are not through yet and before the end 


we shall have to make much greater 
efforts and greater sacrifices than we ff 
have made hitherto and the sooner we f 
face these facts the sooner the war ff 


will be ended.”’ 


° ° ° 


Consumer Credit Controls, 
Price and Wage Ceiling 


Canada recently took two drastic 
steps to avert inflation, check the up- 
ward trend in the cost of living and 
put more of Canadian industry on a 
war production basis by curtailing 
civilian purchases. On October 14 


See CANADIAN BANKING—Page 40 


Heading the Wartime Prices and Trades Board, which administers installment credit, price regulations 


HECTOR B. McKINNON, original chairman, 
now president of commodity prices 
stabilization corporation 


DONALD GORDON, chairman; also deputy 
governor, Bank of Canada 





JAMES F. STEWART, administrator of services: 
also assistant general manager, Canadian 
Bank of Commerce 
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OURT DECISIONS... 


ls executory consideration valid for negotiable note? ... Counterclaim as 
a bank defense against legal suits ... Court rules against oral agreement 


cited by co-maker... Decision involving Soldiers’ and Sailors’ Relief Act 


Executory Consideration 


The consideration for a negotiable 
note may be either executed or execu- 
tory. An executed consideration is 
one received at the time the note is 
delivered to the payee. An executory 
consideration is one which is not re- 
ceived at the time the note is delivered 
but which is to be received by the 
maker sometime thereafter. Thus a 


» note may be executed and delivered 
» today for merchandise to be delivered 
or work to be done later on. 


An executory consideration is a 
valid consideration for a negotiable 
A holder in due course may en- 
force such a note against the maker 
even though the maker never actually 
received the ‘“‘executory” considera- 
tion. 

“It is elementary,” said a Texas 
court in a recent case, “that a promis- 
sory note may be given on an execu- 
tory consideration in whole or in 
part.” (Cartledge vs. Bilballa, 154 
Southwestern Reporter, Second Series, 

19.) 

Thus where a construction con- 
tractor, for example, takes his cus- 
tomer’s negotiable note for the full 
amount of the job in consideration of 
the work to be done and materials to 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


be furnished by the contractor, a bank 
may safely discount the note for the 
contractor if there is nothing about 
the note or the surrounding circum- 
stances to arouse suspicion. 

The Texas case, however, suggests 
that where a bank is acting as executor 
or administrator of a decedent’s estate 
or in any other fiduciary capacity 
involving the payment of claims against 
the trust estate, it should exercise 
extreme care in paying a claim based 
on a note allegedly given for an execu- 
tory consideration, when the note is 
presented for payment by someone 
other than a holder in due course. In 
such circumstances the bank should 
protect itself by requiring the holder 
of the note to prove that the entire 
“‘executory” consideration was actu- 
ally delivered. Otherwise the bank 
may find itself ‘“‘surcharged’”’ for the 


amount it pays for the note. In the 
Texas case an executor of a decedent’s 
estate paid such a note in full, but 
because there was no proof that the 
entire executory consideration had 
been delivered, he was given no credit 
on his accounting of the estate for the 
surplus sum over and above the 
amount which the decedent had ad- 
mittedly received on the note. 

‘““Where an executor or administrator 
claims on the final account for pay- 
ment of such a note,”’ the Texas court 
pointed out, “‘his claim disclosing that 
the consideration thereof was executory 
and that same had never been legally 
allowed, it is incumbent on him to 
show that the consideration had been 
received by the deceased.” 


° ° . 


Bank’s Counterclaim 


Since the relationship of depositor 
and bank is that of creditor and 
debtor, a bank may avail itself, when 
sued by a depositor, of any legal 
defense open to defendants in suits 
between debtors and creditors. One 
of those defenses is set-off or counter- 
claim. Thus when a depositor sues a 
bank, the bank may plead, as one of 

See COURT DECISIONS—Page 40 
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THE BOOKLET COUNTER 








New Booklets 


Installment Selling During the 
Defense Emergency ... What does 
the president of the largest of the 
independent sales finance companies 
think about Regulation W, restricting 
consumer credit? His views, set forth 
clearly and succinctly in this 16-page 
booklet, represent an authoritative 
outside opinion that will be of direct 
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Service — Maintaining an 
intimate, personalized corre- 
spondent bank service. 


Experience—Offcials with 
years of service in this field, 
assuring a knowledge of re- 
quirements and valuable as- . 
| sistance. 
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| compete for business which is 
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The booklets listed here are offered 
without charge or obligation. 
Simply address requests on bank 
or company letterhead to 


The Editor 
The Burroughs Clearing House, 
Second and Burroughs Avenues, 
Detroit, Michigan 





interest to bank officers in this field. 

While the finance company execu- 
tive upholds the installment credit 
terms as originally laid down in Regu- 
lation W by the Federal Reserve Board 
of Governors, he points out that these 
can be readily changed by amend- 
ments, and strongly opposes any 
further tightening of restrictions. He 
presents definite reasons why he does 
not believe that such action would 
advance the announced Federal Re- 
serve objectives in regulating install- 
ment credit, namely: (1) To restrict 
inflationary tendencies; (2) To cut 
down the present demand for consumer 
credit goods; and (3) To build up a 
backlog of demand for the post-war 
period. 

The sales finance spokesman also 
describes how more drastic credit terms 
would be tantamount to rationing the 
available supply of consumer goods to 
the higher income groups, and thus 
would work an unnecessary hardship 
on individuals in the lower income 
brackets. He cites a typical example 
of a defense worker who needs to buy 
a used car out of present earnings, but 
who would be unable to do so should 
larger payments be required. “It 
would be more logical to ration de- 
liveries according to the purchaser’s 
justification for his purchase,” the 
finance company president contends. 


Securities of the U. S. Govern- 
ment... This 1941 edition of an 
annual handbook issued by a concern 
specializing in the field of ‘‘Govern- 
ments’”’ contains many interesting new 
features. There are timely suggestions 
for portfolio management, a discussion 
of practical investment questions re- 
sulting from the issuance of taxable 
securities and the diminishing supply 
of tax-exempt issues, and many other 
innovations. 

One section of this comprehensive 
75-page handbook sets forth a chrono- 
logical record of U. S. Treasury financ- 
ing from January, 1939, to August 1, 
1941. In addition, all outstanding 
securities of the various Federal credit 
agencies, such as the RFC, CCC, 


HOLG, etc., are discussed in detail, 
There is a wide variety of up-to-date 
charts, tables and graphs depicting 
important trends in the Government 
securities market. 

In fact, the wealth of timely infor- 
mation it contains makes this hand- 
book a ready reference source for both 
institutional and individual investors. 


Improved Mailing for Smaller 
Businesses ... That the application 


of metered mailing methods, eliminat- Ff 
ing the disadvantages of old-fashioned Ff 
postage stamps, is practical for small P 
as well as large concerns is the theme Ff 


of this breezy little booklet, which 
takes the form of an imaginary inter- 


view with a very skeptical prospect. 
The point established is that there are 


metered mailing machines especially 
designed and priced for the small- 
volume mailer, and that it is possible 
to obtain all the advantages they 
provide for as little as 24 cents a day. 


Still Timely 


Charting an Investment Course 
. . + This handy ready-reckoning chart 
quickly enables any investor to deter- 
mine whether tax-exempt municipal 
bonds or taxable bonds will be most 
profitable at his level of income. The 
chart, which covers incomes ranging 
from $2,000 to more than $5,000,000, 
provides a means of making compari- 
sons between the yields of tax-exempt 
and taxable bonds by the simple device 
of slipping an inner table of figures to 
position in a designated opening. 


Solving a Difficult Financial 
Problem ... The situation here pre- 
sented is that of a worried business 
man whose bills are getting burden- 
some, and whose capital is tied up in 
inventories. His problem is given in 
detail, including a balance sheet of his 
business. 

This is followed by a recommended 
solution, in which the manufacturer 


utilizes field warehousing to obtain i 


collateral for a loan from the bank, 
enabling him to pay his creditors and 
to centralize his debt in one place. A 
revised balance sheet shows how his 
financial position is thereby improved. 


Household Treasure Chest... 
When properly filled out, this folder 
provides a complete and _ accurate 
inventory of household goods and per- 
sonal effects, and also enables an 
individual to determine how much 
insurance is needed for protection 
against property damage. 
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| Since we installed a Muda 200 
‘| BRANDT AUTOMATIC CASHIER!” 
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lay. 

“Before we installed a Model 200 Brandt Automatic Cashier we, without 
realizing it, were losing valuable time on each transaction that involved the payment 
of coins—and, of course, there are a lot of such transactions in a day’s time. As 
an example, suppose a customer presented a check for $13.88 to be cashed. First, 
the teller selected the bills and then 88¢ in coins—or six individual coins. He laid 

Tse the coins on top of the bills and passed both to the customer, who in the meantime 
rart stood idle. The customer then verified both coins and bills before moving away 
ter- from the window while the teller stood and waited. Time was wasted, first, while 
ipal : the teller selected both bills and coins and then while the patron checked the 
nost payment. 
The “Then, a Brandt representative acquainted us with the merits of the Model 
, 200 Brandt Automatic Cashier. We gave the equipment a practical trial at our 
sing tellers’ windows, and the results were truly a pleasant surprise. To 
N00, cash a check for $13.88, the teller now merely presses key 88 and 
vari- the coins are quietly delivered in less than a second into a cup 
mpt from where they are picked up by the customer. W hile the cus- 

: tomer verifies the coin payment, the teller selects the bills and 
vice § presents them to the customer. There are no lost motions—each 


s to payment is completed in the shortest possible time. Because the customer verifies 
the payment of coins while the teller selects and presents the bills. considerable 
time is saved on each transaction. 


cial “You really ought to arrange with the Brandt Automatic Cashier Company 
for a trial of Model 200 Brandt Automatic Cashier. A trial very definitely would 


re not involve any cost or obligation of any kind.” Model 200—BRANDT 
ness 

: The coupon below is for your use in requesting the trial of a Model 200 Brandt y 

de . Automatic Cashier so that you may from actual experience learn of the time and AUTOMA TIC CASHIER 

p m expense it saves. There is no cost or obligation in accepting equipment for trial The delivery chute is interchangeable so 
n m and if for any reason you should decide against purchase, it will be removed as 


coins may be delivered from either side of 
the machine as desired. The chute is 
adjustable to any angle permitting it to 


ided BRANDT AUTOMATIC CASHIER COMPANY be placed in the most convenient position. 


Coins roll quickly and quietly on edge 


ne WATERTOWN . - - WISCONSIN down the chute to the delivery cup. 
Le 


ank, 
and 


— ‘ BRANDT AUTOMATIC CASHIER CO. 
- his Dept. B12 Watertown, Wis. 
ved. ; We should like to 
A (_] arrange for a free trial 


older & Automatic Cashiers (paying and changing) 
irate & 

per- 
; an & a Sorters and Counters + Coin Storage Bank NAME... ania = 
nuch § ' 
ction 


f his cheerfully as placed. Use the coupon today! 























(_] have further information 


covering the MODEL 200 BRANDT AUTOMATIC CASHIER. 
Coin Counters and Packagers + Coin 


Trays * Coin Wrappers and Bill Straps By ..... 


AppnEes .... .............. 
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Chart the Course of 


AMERICAN 
BUSINESS 


Byron Weston Company special- 
izes in high grade cotton fibre 
content papers designed for the 
myriad record keeping and corre- 
spondence needs of modern in- 
dustry and commerce. The com- 
plete Weston line includes papers 
for permanent records; for ac- 
counting, office and factory forms; 
for machine bookkeeping and 
card record systems and for letter- 
heads and documents. When you 
buy paper for these important 
uses, remember to specify a 
Weston paper. Your printer, sta- 
tioner or paper merchant can 
supply the right Weston paper for 
any purpose. 


BYRON WESTON COMPANY 


Dalton, Massachusetts 


WESTON paper. 
(tsa 
better paper! 
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DEFENSE LEADERSHIP 


(CONTINUED FROM PAGE 13) 


machinery manufacturer, and found 
he had machinery lying idle. Then he 
contacted plants with prime contracts 
that he had reason to believe could 
utilize such facilities. The result was 
that he obtained for the surveyed 
concern an order for telescopic sight 
mounts for the Navy. Now, instead 
of having idle men and machines, a 
grateful official of the company re- 
cently wrote the bank: “You will be 
interested to know that we have just 
put up production of machinery on a 
54.5 hours per week basis. Our help 
seems to want to work overtime and 
apparently the needs of the situation 
demand it.” 

There are also instances where we 
have assisted our customers by advis- 
ing them against taking contracts for 
which they are not equipped. Thus a 
manufacturer in this area was offered 
a contract for 2,000,000 small projec- 
tiles. Lt. Commander Kibbee, on 
studying the contract, advised the 
company that it would lose $25,000 
on the order since its machinery was 
not qualified to handle with sufficient 
accuracy the particular type of produc- 
tion involved. 

Perhaps it should be emphasized 
here that our defense financing activity 
has not meant a departure from sound 
banking. The fundamental principles 
of credit cannot be disregarded, even 
in the financing of direct or indirect 
government orders. In considering 
applications for defense loans, we 
must have the usual credit information. 
First, is the concern financially sound? 
It is essential that small manufac- 
turers limit their bids for defense work 
to undertakings within a reasonable 
relation to their working capital as 
well as their productive capacity. 
We have had to turn down a number 
of loan applications from concerns 
seeking to over-extend themselves. 
“The second thing we must know is: 
Does the plant in question have the 
right kind of equipment to do the 
work? This is vitally important, for 
the soundness of the loan depends 
upon the ability of the firm to com- 
plete the contract or subcontract satis- 
factorily, at a profit rather than a loss. 
Incidentally, only a small fraction of 
loans to date have involved assign- 
ments of government contracts. 

The only difference between financ- 
ing defense production and civilian 
production is in the greater certainty 
of the demand and payment, when the 
article is properly produced and ac- 
cepted. Between these considerations 
lie all of the risks involved in any 
other credit, and they must not be dis- 
regarded. In view of the two factors 
indicated, 


the bank is justified in. 


granting larger credits than might 
otherwise be the case, but we cannot 
disregard the possibility of a sudden 
cessation of hostilities. 

The importance of being able to 
fulfill a contract was brought home to 
us recently in the case of a customer 
of ours who was producing six dif- 
ferent defense items. After the order 
had been filled, one of the items was 
rejected as not meeting specifications. 
Fortunately, from his knowledge of 
the part’s actual function, Lt. Com- 
mander Kibbee was able to convince 


the prime contractor that the specifica- 


tions were more rigid than was neces- 
sary. As a result, the item was ac- 


cepted, but if this had not been the f 


case the manufacturer would have had 
a loss instead of a profit. 


There are other precautions that f 


must be observed in our defense activi- [ 


ties. We are extremely careful in 


recommending concerns for subcon- f 


tracting, for example. 


Here again, 


the practical value of our plant sur- f 


veys becomes evident. We must know 
that the subcontractor can do the 
specified job under consideration. 
Otherwise, the prime contractor (often 
one of the bank’s customers) may 
criticize us for whatever loss or delay 
that ensues. Also, the bank must 
refrain from advising a manufacturer 


on how he should figure his bid for a § 


contract or subcontract. 


"TAX problems that are likely to be 
cloud the future must be considered. 


Many concerns in accepting defense 
work have expanded plant facilities, 
built up larger inventories. Thus the 
question arises: Will such plants have 
the necessary funds to pay the higher 
taxes next Spring? 


regularly to meet this sizable item of 
expense. 

No defense loans are now being 
made for longer than two years, 4- 
though at the start we did go as far as 
a five-year limit. While we believe 
that the present defense program will 
continue beyond 1942, we feel that 


Which in tum f— 
brings up the need for insisting that 
sufficient cash reserve be set aside f 
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the bank should at least have the F 


option of reviewing the situation at 


the end of two years. 
Our defense loans do not always 


pare z 


7 Pipe ge 


contain amortization provisions, with F 
the exception of those loans that alt § 


made on a term basis. Our interest rates F 


vary, depending upon the nature o 
the loan. 


Be 


eee: 


Having set up the facilities for han- F 
dling this type of business, a corollary F 


job was to go out and get it. It was 
evident to us that we could not merely 


sit back and wait for loans to come 2 ff 


the front door. So, as I mentioned a 
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Dealers in Municipal Bonds 


The Chase offers correspondents a well rounded service 
in this type of investment. Inquiries from banks will 


receive the personal attention of experienced officers. 


Bond Department 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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the outset of this article, as early as 
July, 1940, we began an aggressive 
advertising and new business campaign 
to solicit “loans for defense.” 

We consistently advertised in Boston 
newspapers and industrial publications, 
offering accounts receivable, commod- 
ity, collateral, long-term and _ un- 
secured commercial loans to New 
England manufacturers. Letters and 
other promotional mailings were sent 
to thousands of manufacturers, some 
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lists being made up of those who had 
already obtained defense contracts. 
Attached to one letter was a question- 
naire to be filled out by those inter- 
ested in obtaining defense orders. 
These were followed up by additional 
letters and personal contacts. Selec- 
tive mailings were made to the banks’ 
own customer and statement lists. 
A 20-page handbook was prepared and 
distributed, detailing the types of 
loans available for financing defense 
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That’s the situation your telephone company 
faces every Christmas. That’s why there may be 


delays on some Long Distance Christmas calls. 


@ Last Christmas Eve and Day the 
wires were jammed. The switch- 
boards were manned by regular 
and extra operators working all 
through the holiday. Long Dis- 
tance telephone calls were three, 
five and at some places eight 
times normal. 


We're glad so many folks want 
to exchange friendly greetings 
across the miles at Christmas 
— but sorry that, because of it, 
we can’t supply service as good 
as usual, 


BELL 


TELEPHONE 


We expect the biggest rush of 
calls we’ve ever had this coming 
Christmas. We'll do our best to 
prepare for it. But some calls will 
be slow. Some may not be com- 
pleted. For these, we ask your 
patience and understanding. 


If you’ll call by number, wher- 
ever possible, and try not to talk 
too long, you'll be helping us to 
do a better job for everybody. 
... Thank you, 
and a Merry C& 
Christmas! 


SYSTEM 





orders, and offering suggestions as to 
how to obtain such orders. A card 
mailing was even made to nearly 7,00 
attorneys and accountants in Massa- 
chusetts, suggesting that if their clients 
encountered financial problems in con- 
nection with the fulfillment of defense 
orders, we would appreciate the oppor- 
tunity of discussing them. Our cam- 
paign, while centered mainly in Massa- 
chusetts, has also to some extent en- 
compassed New Hampshire, Vermont 
and Maine. 


While the technical phase of our f 


service is certainly helpful and con- 
spicuous, it would be unproductive 
and of little value to the bank but for 
the enormous amount of planning, 
organization work, systematizing, orig- 
inating and following up, which is 
pursued by our officers. 


NE of the most interesting dis- 

coveries we have made is that the 
solicitation of defense loans by our 
new business officers is an excellent 
means of approach in obtaining other 
commercial loan business. Actually, 
to date the new business men have 
received more non-defense than defense 
loans and deposits, as the result of their 
calls on possible defense prospects. 
Since a number of our loans to cus- 
tomers cover both defense and non- 
defense requirements, it is impossible 
to cite the total amount of defense 
financing we have done. 

However, it is certain that our de- 
fense financing efforts have had con- 
siderable to do with the fact that, on 
the recent call date of September 24, 
our bank had total loans of $10,722. 
333 compared to total assets of $21. 
928,472, or a percentage of loans to 
assets of 49 per cent compared to the 
average of 32 per cent for all member 
banks in the Boston federal reserve 
district. This high percentage ol 
loans to assets was achieved despite 
the fact that our increase in deposits, 
up 26 per cent on September 17 over 
the same date a year ago, is much 
greater than the average deposil 
increase for all member banks in the 
reserve district. 


We alone have not enjoyed the fF 


benefits of our activities. Many of the 
enterprises which we started to assist 
soon required accommodations beyond 
our ability. Asa result, we have placed 
probably $1,000,000 of loans with 


other banks, being excesses beyond 


our legal or desired loaning limits. 


It is also impossible to measure the f 
amount of good will accruing to the ff 


bank through our defense activities, 
but we know from voluntary letters 
and comments that we are making 
many staunch new friends and cement 
ing old relationships. Typical is the 


_ letter received from the head of 4 


concern that normally makes bronz 


| and brass statues, tablets, ecclesiast 
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cal figures, etc. He wrote: ‘“‘We wish 
to express our appreciation to you 
and your Bank for the fine work 
Commander Austin Kibbee has been 
doing in our behalf. We received 
today an order for material from the 
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United States Maritime Commission, 


through Gibbs & Cox, Architects, 
New York City. We know that if it 
had not been for Commander Kibbee 
placing before Gibbs & Cox the report 
on his survey of our plant we would 
never have received this order.” 

We have found that there are four 
main essentials that a bank must have 
in order to render maximum assistance 
to defense customers: 1. An experi- 
enced organization of financial men. 
2. Someone with technical knowledge 
to serve in an advisory capacity. 
3. A survey of local manufacturing 
facilities. 4. Sources of information 
as to defense contracts and_ sub- 
contracts that may be available. 

Then the bank must offer its serv- 
ices through newspaper advertising, 
direct mail promotion, and personal 
solicitation. We are even publicizing 
our “‘defense-mindedness” by means 
of souvenir envelope openers in the 





Se 











Souvenir envelope opener 


form of bayoneted rifles. We also 
have a special “defense room” for the 
officers of this department, where a 
wide assortment of publications and 
other information relating to defense 
is available. 

This has been one of the most inter- 
esting and fascinating bank activities 
we ever have undertaken. It has 
given us a more intimate knowledge of 
actual business operations, and has 
covered a field of the widest scope and 











GENERAL MOTORS 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products 
of General Motors Corporation 
and its world-wide affiliates: 
CADILLAC, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL and other 
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CORPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 
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innumerable articles. We have made 
loans of from $5,000 to several hundred 
thousand dollars, arranging participa- 
tions for those which are beyond our 
legal loaning limit. We have financed 
equipment ranging from lightning rods 
on cantonments in Arizona to defense 
housing facilities in Massachusetts. 
Our customers are making army ap- 
parel from socks to chevrons; little 
parts turned out by the millions to big 
machines needed by other manufac- 
turers of defense orders; shell cases to 
naval equipment. It is one banking 
activity that combines to an unusual 
extent satisfactory results to the bank. 
the customer, and to the nation. It 
has produced deposits and loans; it 
has helped customers make profits; it 
has contributed its part to production 
for the national defense program. 
One of our most interesting experi- 
ences has been with the Lapointe 
Machine Tool Company, which pro- 


duces broaching machines to be used f 
by other machinery manufacturers. f 
Heretofore their local bank, in one ol f 


the smaller New England cities, has 


been able to supply their financial 
Early in the program they f 
began to see the necessity for addi- f 
tional loans, and through the solicita- F 


needs. 


tion of our Mr. Gilman came to us fo: 
a small loan. In the year 1940 they 


did a volume twice that of 1939. This 
volume was doubled in 1941, and they 


already have on their books orders for 
over two-thirds of their 1941 sales. 


In view of the intimate knowledge § 


which we acquired of their situation 
they preferred to continue doing all o! 
their principal banking through us. 


limit. We arranged large loans for 
them with other banks, and now are 
preparing the financing of a large 
shipment which they are planning for 
the Aid-to-Russia program. 
Through financing in which we 
have assisted them, they have, among 
other things, produced a new machine 


miraculous in its development and 
possibilities. 
needs of the Army is for machine gus 
and anti-aircraft guns—the greatesl 
number in the shortest space of time. 
Heretofore it has required 
fifteen to forty-five minutes to rifle the 
inside of each gun barrel. They have 


out sixty per hour. 

Particularly will the demands {0 
defense loans increase in number % 
the present urgent subcontractins 
drive brings in more of the smaller 
plants, many of which will need final 
cial assistance. The problem wil 
become a reality for banks in the 
smaller communities, too, where vitdl 
local industries must either obtal! 


work that will assure priorities "f 


materials, or be faced with extinctiol. 
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As we stated at the very outset, we 
consider that the national defense 


a- — program presents the banks with both 
ut — a public duty and a business oppor- 
ai — tunity. As officials of the American 
ds — Bankers Association have pointed out, 
se — banks are being given a large ‘share of 
ts. the responsibility for financing defense 
p- — orders, and that responsibility will 
tle & increase —particularly in relation to 
vig | our smaller industrial units. If we 
ac- | do not do the job, it is certain that 
to — funds will be made available through 
ing | other channels, to the eventual detri- 
ual — ment of chartered banking. 
nk, To some extent, then, “‘business as 
It & usual” is out of the window for banks 
it ® just as it is for many of our cus- 
; it! tomers. We are all challenged by the 
jon — tremendous tide of events that is 
making this nation the Arsenal of 
eri: — Democracy. Intelligent banks will 
inte — eagerly accept that challenge. 
aad ° . * 
ised 
"ers. 
e of 
has 
ial DIRECTOR 
# 
at CLUTCHBILL 
cita- 
s for (CONTINUED FROM PAGE 25) 
they F bundle crouched there slyly waiting. 
This Friday came. The bundle of one’s 
they — were on the cash chest shelf when John 
's for} went to lunch. It was there when he 
sales. F returned. But when he went in to 
ledge § count the vault cash shortly after 
ation § closing, it was gone. He couldn’t 
allo! F believe it until he balanced one 
1 Us. hundred short. He threw the settle- 
legal F ment sheet aside, went to his desk and 
s for} sat staring for five minutes out of the 
w are ® street window. Suddenly he got up, 
large F walked out into the main banking 
ig for room and began putting the counter 
money away. With frightened side 
h wef glances Willie and the two women 
mong F kept checking, checking. Another 
achine F hundred gone, another Friday. 
almost 
t and OHN came out of the vault. “Might 
urge F “" as well put the books in,” he said in a 
e gui’ & voice that rang a little strange in spite 
reates! BH of him. ‘Hope the examiners don’t 
f time. F) come for awhile.” 
_from—) He leaned against the counter. 
ifle the) Dumbly the three clerks carried in 
y have their books. John’s eyes darted to 
I] turn ye their hands. ‘White as a calla lily,” 
) he observed to himself. The little 
ids folf} brass knob on the grille door hadn’t 
ber &f% been touched. But another hundred 
ractings Was gone. A marked hundred this 
smaller time. 
j fina} The moment he was out of the bank 
m wilf John headed straight for Director 
in tht} Clutchbill’s white cottage and rapped 
re vitelf} briskly. 
obtai'} Mr. Clutchbill opened the door 
ties off himself. 
inctio" “Hello, John,” he burst out with an 
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An important new address in the banking world — 


300 MONTGOMERY STREET 


SAN FRANCISCO, CALIFORNIA 


This is the new head office of 


Bank of America 
NATIONAL fRUSTAN? ASSOCIATION 
MEMBER ... FEDERAL RESERVE SYSTEM — FEDERAL DEPOSIT INSURANCE CORPORATION 


COMPLETE BANKING FACILITIES IN EACH OF 495 BRANCHES 
IN 307 CALIFORNIA COMMUNITIES 
Commercial - Savings - Trust - Safe Deposit 


Main offices in two reserve cities of California ...San Francisco - Los Angeles 


“Serves you best in the West” 





Blue and gold BANK of AMERICA TRAVELERS CHEQUES are 
available through authorized banks and agencies everywhere. 
Carry them when you travel. 
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inquiring look. 
pened, eh?” 

“Mr. Clutchbill,” flashed John the 
instant they were alone in the sitting 
room, “‘that marked hundred left the 
vault this afternoon!’ 


“Something has hap- 














L HODERN BOOKCASE 1 
A FINE CHRISTMAS GIFT 


You can be proud to receive a new modern 
Globe-Wernicke sectional bookcase this 
Christmas. They are always in good taste 
and are used in home and office. Globe- 
Wernicke sectional bookcases in new 
streamlined designs are available in a wide 
selection of styles, finishes and sizes. 


FREE—Ask our local dealer for 32-page 
booklet, ‘“‘The World’s Best Books’ or 
write direct to us. 
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Above: Monticello style. The grace- 
ful, flowing lines add to its beauty . . . 








tapered wood legs .. . receding doors. 
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“What! And you got a clue?” 

John shook his head. “‘Mr. Clutch- 
bill, it’s all dark. It beats anything I 
ever heard of. That lampblack on the 
grille door hadn’t been touched. And 
no one went to the safe deposit boxes 
till late afternoon. We’re busier than 

| usual Friday afternoons but I kept my 
eye on the visitors. There were only 

two. Caleb Pickle opened his box 
only a moment and left. Old Mrs. 

Matthews went in with her crippled 

/son and got out a little currency as 
she always does to pay grocery bills. 

| Both of them are the salt of the earth; 
they wouldn’t steal a cent. It cer- 

tainly looks like Willie or the girls, but 

I can’t see how they do it.” 

| Mr. Clutchbill fingered his goatee. 
'“‘Hm-m! well, it’s pretty certain some 
| of those one’s will come back. I hope 
| they get into your hands. If they do, 
| put them in an envelope and mark who 
brought them in. Be sure to watch 
| any the Bizel Motor Sales bring in.” 
| For a long time after John left, Mr. 
'Clutchbill sat thinking. He con- 
sidered the two safe deposit box cus- 
| tomers, Caleb Pickle and old Mrs. 
| Matthews with her crippled son who 
| was so bent he never looked over his 
Certainly not them. 


crooked cane. 
| Life-long residents, honest as the sun. 
Miss Marilla came quietly in from 
| the kitchen and laid an anxious hand 
on the old gentleman’s shoulder. 
| “It’s not Willie, is it?’ she asked 
with a hesitating voice. 
| ‘“Marilla, another one hundred is 
|gone. No one knows where. It’s all 
| dark, as John said.” 
By the time the following Friday 
swung around a nervous tension had 
slowly drawn taut its net in the Fern- 

















checks and collections. 


There’s more to a satistactory 
correspondent banking relationship than the 
performance of the generally accepted functions 
of a correspondent —i.e., handling transit 


The ability and the desire to ‘‘go out of the 
way’’ to handle unusual situations and trans- 
actions are important, too. 
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dale National. When a coin dropped 
or a book cover bumped, all in the 
banking room jerked rigid with a 
furtive glance at the vault. 

At one o’clock that Friday when 
John went out to lunch he ran into 
Mr. Clutchbill waiting in the entrance 
of the grocery store next the bank. 

“Nothing yet?” he hinted. 

“Mr. Clutchbill, not a single marked 
new one dollar bill has come in. I just 
dread to count that cash tonight. I’m 
even scared to look in the vault when 
I get back. But the vault packages 
were all there when I left a moment 
ago.” 

“Hm-m, well, I’m going in today 
while you are at lunch.” 


HE lobby was well filled when the 

old director entered. He let himself 
into the directors’ room, put on the 
lights, and began an endless chain of 
errands back and forth from it to the 
vault. After a number of trips none 
of the clerks watched where he was, 
for all the wickets were busy. The 
lights were still on in the directors’ 
room; anyone would have assumed he 
was there. But he wasn’t. On the 
last vault trip he let himself through 
the grille door, shoved some _half- 
empty coin bags along the linoleum, 
closing the gap between the bottom 
of the cash chest door and the floor. 
He had hardly stepped out of sight 
behind the cash chest door when 
Willie came in with a safe deposit cus- 
tomer. Mr. Clutchbill peeked through 
the crack made by the offset door 
hinge. It was Caleb Pickle, the store- 
keeper, who remained only to put a 
paper in his box. Apparently some 
safe deposit customers had a habit of 


coming to their boxes on regular days. 


A slight disturbance fluttered from 
the banking room. John had returned 
from lunch and had come out to one 
of the wickets, for the counter work 


_ continued brisk as the afternoon wore 





quietly. 


on. 

It was not till quarter to three that 
the vault entrance darkened again. 
A plump, gray-haired woman with a 
man bent almost double entered the 
vault. Neither John or Willie at- 
tended them, for the counter work was 
at its heaviest just before closing. 
Moreover, Mrs. Matthews and _ her 
crippled son were regular weekly 
callers and able to get into their box 
alone from long practice. 

Through the shadowed crack of the 
cash chest door Mr. Clutchbill watched 
Jasper Matthews was 3a 


| strange, twisted object as he stood 


| there behind his old mother. 


No one 
even saw where his eyes were looking. 
His body was bent low and screwed 
sidewise from some accident or sick- 
ness. While Mrs. Matthews’ large 


| body was bent over her japanned box 


which she had drawn out, the son 
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stood motionless as a partridge. One 
would have thought him staring at 
the floor over his rough, crooked cane. 
But he wasn’t. Suddenly and silently 
the cane left the floor. With smooth, 
unerring aim it darted noiselessly 
between the steel bars of the grille. 
It found the upper compartment cash 
chest door. With astonishing strength 
it forced it farther open. Instantly the 
cane made a swift dart and speared a 
bundle of notes on itssteel bradded end. 

In a flash Mr. Clutchbill rose. His 
long left arm and bony hand made a 
wild grab. 

‘“‘Here-re!”’ screamed the cripple in a 
frightened, rattling cry, wrenching at 
the cane. 





Mr. Clutchbill got another hand on 
the cane and a foot braced against the 
steel grille. 

Mrs. Matthews staggered around. 
She gave one gasp, clamped a hand on 
Jasper’s coat collar and began jerking. 

“Let go of it! ... Let goof it! !’’ she 
shrieked. 

Panting in hissing gasps, Mr. Clutch- 
bill clung to his jerking end like a 
snapping-turtle. 

Outside the vault, customers and 
employees stood petrified. 

“Jas-per-r-r-r! !? screeched out of 
the vault in a broken, throat-rattle, 
“let go that cane!” 

The smash of a japanned tin box 
bounding off a hard head sounded 
hollowly from within. 

“He’s tougher, mad-madam, than 
a woodchuck,” squalled Mr. Clutch- 
bill’s voice, pinched brokenly through 
set teeth. 

With a wild grab, Willie Dexter, the 
teller, snatched off the counter an iron 
notary public’s seal, and galloped for- 
ward holding it behind him by its long 
pump handle for a sudden swing. 

Stimulated by Willie’s daring charge, 
John jerked out of a trance, gathered 
up a steel checkwriter like a bomb, 
and sidled rapidly for the vault 
entrance. 





T! IE Y found the three inmates of the 
vault braced in strained posilions, 
red-faced and panting. A hank of hair 
had slid over one of Mrs. Matthews’ 
eyes. Mr. Clutchbill’s goatee was 
standing out straight. But it wasn’t 
quivering. ‘The strain was off. He 
had the cane. <A package of one 
hundred new one’s lay at his feet. 

“All right,” said Mr. Clutchbill, 
throwing the package of. notes back 
Into the cash chest, and opening the 
grille door. 

Mrs. Matthews let out a sobbing 
gasp as she looked at her silent, bent 
son. 

“There . . . there, Mrs. Matthews,” 
said Mr. Clutchbill laying a comforting 
hand on her arm. “It’s almost closing 
time. We’ll just go into the directors’ 
toom till the door is closed.” 


yee 
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Cash items reach other parts of the country with 


comparable speed. 


Let us show you how we can bring about a worth- 
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Later that afternoon Mr. Clutchbill 
stood with Mrs. Matthews in her tiny 
cottage kitchen. 

“Jasper!” ordered Mrs. Matthews, 
*“‘you dig up those other packages.” 

Stooped and twisted sidewise the 
man stood in animal-like silence. His 
hidden eyes, apparently staring at the 
floor, were screwed in a cunning side- 
slant. 

“You want me to go to jail?” 
demanded the frightened old gray- 
haired woman. 

Jasper twisted slightly and cast his 
eyes up at her. He leaned there 
motionlessly for a moment, then 


EXPENSE CONTROL 


(CONTINUED FROM PAGE 16) 


ent from the directions of the curves. 
As contrasted with using the large 
report sheets, these give us the facts 
clearly and in much less time.” 
Typical of a difficult situation, con- 
sider the chart for Department C. 
The deterioration of record in this 
section occurred so slowly that it is 
doubtful whether it would ever have 
attracted attention while it remained 
merely a set of figures. On the chart, 
however, the contrast was apparent 
between the work units, which re- 
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clumped slowly toward the woodshed 
door. His mother and Mr. Clutchbill 
followed. On the shed wall Jasper 
hooked down with his cane a pair of 
rubber boots. He turned one of them 
upside down. Three bundles of notes 
fell out. 

Mrs. Matthews gave a sudden gasp 
and wildly covered her face with her 
hands. 

Silently Mr. Clutchbill picked up 
the bundles and rapidly ran them over. 

“There isn’t a dollar missing, Mrs. 
Matthews. Please don’t be disturbed. 
I understand.” 

There is an oak table in the banking 

¢ ¢ . 


mained at almost a dead level on 
the lagging averages for several years, 
and the direct expense, which worked 
upward almost imperceptibly, but 
steadily. 

The comptroller’s department, no- 
ticing this discrepancy in the curves, 
equipped the nine regular employees 
of this section with time sheets, which 
they were required to mark every 15 
minutes showing exactly what they 
had been engaged in doing for the 
quarter-hour. The results showed 
that there was a great deal of slack 
time in the department, that it was 
overstaffed in relation to the work to 

| be performed. This had been accepted 
by the section supervisor as a normal 
state of affairs, and explained as a 
skeleton organization below which it 
would be impractical to reduce. To 
the comptroller’s systems men, it 
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room of the Ferndale National. About 
four o’clock Mr. Clutchbill tossed on 
it three bundles of notes, one of five 
hundred and two of one hundred, 
One of the women clerks stared, 
fascinated. She slumped slowly for- 
ward in her chair and dug her knuckles 
across her eyes. Willie Dexter was 
frozen to the table edge so tight his 
fingers were like chalk. 
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' ments 
Mr. Clutchbill touched him and held§the 
out a horny paw. funds 


Wondering Willie looked up and 
slowly thrust his hand into the firm, 
warm grasp. He was never to know 
exactly why Mr. Clutchbill did that. 
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looked like a skeleton with altogether 
too much meat on its bones. The 
supervisor was willing to be shown, 
and it required a relatively small 
expenditure of time to devise a re- 
vamping of the systems and a re- 
arrangement of the duties. The sav- 
ing achieved by the shift, shown by 
the downward plunge of the direct 
expense curve, was $6,700 in the 
first nine months of 1941. 

Another example is disclosed by the 
chart for Department D. Here, a 
steady increase in volume of items has 
been accompanied by a downward 
trend in the direct expense until 
activity finally forced it to start 
slowly upward again. The per-item 
cost here has, of course, gone steadily AS 
downward year after year. This came p 
with a change in the system employed, fof o; 
followed a little later by a shift in the fexce; 
machine operation. As the personne! § expe 
became more skilled in these new§have 
techniques, the per-capita production fof 1 | 
increased and the per-item cost fell.§ T| 
It is notable that at the end of last§ Gira 
year as a result of these changes the§ lage 
department began to operate with two of it 
less employees. migh 
expe 
with 
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S| MILAR examples might be cited 

endlessly from the experience of the 
Harris Trust & Savings Bank, bul 
they could add little to the reader's 
understanding beyond what has al 
ready been explained. The work unit 
charts give a visual comparison of the 
three major factors in expense of each 
operating section, make these relation- 
ships so clear at a glance that checking 
over the entire bank’s operating pic- 
ture takes minutes instead of hours. 
When something goes wrong, the char! 
shows it as unmistakably as if it rang 
a bell to call the trouble to the attention 
of the top-rank operating executives. 
And when the trouble has been col- 
rected or an improvement achieved, 
this becomes similarly apparent. 








COMMON TRUSTS 


is apparent from the set-up of their 
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ared,frestrictions on legal investments for 


The 1939 
statute, however, at least went half- 
way. It provided that the common 
trust could acquire only legal invest- 
ments if the trust instruments creating 
the individual trusts limited their 
funds to “‘legals;” but if the individual 
trust instruments gave the bank “‘dis- 
cretion” in making the trust invest- 
ments, without regard to legal limita- 
tions, then the common trust might 
acquire “‘non-legals.”’ 

It is noteworthy, at the present 
time, that all Pennsylvania banks that 
have set up common trusts, except one, 
have created “discretionary” trusts. 
The odd one has one common trust for 
“legals” and a separate common trust 
for “‘discretionary”’ investments. 

Philadelphia’s Girard Trust Com- 
pany was first in the field. It estab- 
lished the first common trust in 
Pennsylvania under the 1939 statute 
on December 1, 1939. Girard set up 
two common trusts, in fact, for it is 
the one bank with separate common 
trusts for “‘legal’’ and “‘discretionary”’ 
investments. The initial investment 
in the two trusts was $1,182,000. After 
approximately fifteen months of opera- 
lion that total had grown to $14,276,- 
000, composed of individual trust 
investments ranging from less than 
$100 to $25,000, the maximum per- 
mitted by law. 
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S the “discretionary” trust ap- 
** proached the end of its second year 
of operation the current yield was in 
excess of 414 per cent. The operating 
expenses chargeable against the trust 
have amounted, so far, to seven-tenths 
of 1 per cent, and that was for auditing. 

These results may suggest that 
Girard has had some unusual advan- 
lage in connection with the operation 
of iis common trusts that other banks 
might not have. On the contrary, the 
experience of other Pennsylvania banks 
with common trusts indicates that 
these are “normal” results. The 
Pennsylvania company, for example, 
showed a yield of 4.4 per cent in the 
first year of operation of its “‘discre- 
lionary” common trust. The trust 
was started with $296,900 invested by 
89 individual trusts and in one year 
grew to over $5,658,000 with 649 
participations. Very similar have been 
the experiences of Fidelity-Philadel- 
phia Trust Company, Provident Trust 
Company and Germantown Trust 
Company in Philadelphia and the 
Peoples-Pittsburgh Trust Company in 
Pittsburgh. 

That the operating banks have 
taken full advantage of the diversifica- 
ion possibilities of the common trust 
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common trust portfolios. At the end 
of its first year The Pennsylvania 
Company’s common trust, for example, 
showed this‘composition: 


Per cent. 
Bonds and principal cash...... 45.5 
Preferred and guaranteed stocks 21.0 
Common stocks.............. 33.5 


Girard Trust Company’s “discre- 
tionary” portfolio shows this typical 
diversification : 


Per cent 
Pit oo Ree he oe ee 41 
Preferred and guaranteed stocks. 30 
eee 29 


More than half of Girard’s bonds, 
incidentally, are U. S. Governments. 
Despite the state law permitting 
mortgage investments up to 40 per 
cent of the common trust total, the 
larger banks, in the interest of quick 
liquidity, so far have shied away from 
them as common trust investments. 

Most of the common trust plans 
provide for a quarterly valuation date, 
when participations may be admitted 
or withdrawn. One exception is The 
Pennsylvania Company, which values 
the common trust assets on the last 
business day of each month and per- 
mits admissions and withdrawals on 
that day. 

The withdrawal feature is, of course, 
most attractive to persons considering 
entering into a trust agreement with 
the bank. The argument that “I 
can’t get my money back when I want 
it”? has long been a powerful factor of 
resistance to the signing of trust agree- 
ments. With the quick liquidity and 
withdrawal features of the common 
trust, it is possible and practicable for 
the bank to enter into a trust agree- 
ment which is revocable at the pleasure 
of the settlor. 

The startling growth of this state’s 
common trusts in a comparatively brief 
period of time might indicate that a 
strong promotion campaign had been 
put behind them. Actually, some of 
the banks have done practically no 
promotion work. The natural gravita- 
tion of small trusts into the common 
trust funds seems to have supplied 
ample growth during their first year 
of operation. Of course, each bank 
gladly furnishes a copy of its common 
trust plan and answers inquiries to any- 
one interested. Certain of the banks, 
however, realizing the possibilities of 
the idea, have been doing some news- 
paper advertising. 

Pennsylvania banks have gotten off 
to a flying start with common trusts. 
Because they are pioneering a whole 
new area of potential profitable busi- 
ness, their performance and their 
results are well worth watching by 
banks and bankers everywhere. 
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its defenses, a claim which the bank 
has against the depositor. 

The administrator of a deceased 
depositor’s estate sued an Ohio bank 
for the money which the decedent had 
on deposit at the time of his death. 
In defense, the bank set up a claim 
against the deceased which it had 
acquired from a third party. Ordi- 
narily, an obligation acquired by 
assignment or otherwise from a third 
party may be offered by way of set-off 
or counterclaim in a suit brought by 
the person whose obligation it is. The 
mere fact that the bank acquired the 
item from a third party is immaterial. 
Thus where a bank is sued by A, the 
bank could counterclaim in the suit 
on A’s note which the bank had bought 
from the payee thereof. 

In the Ohio case, one of the ques- 
tions raised was whether the bank had 
acquired its claim against the decedent 
before or after the administrator’s suit 
was started. 

Under the rule of common law the 
bank cannot use its acquired claim for 
the purpose of set-off or counterclaim 
unless it had acquired the claim before 
the suit was begun. 

“Ownership of the claim at the 
time suit is brought,” said the Ohio 
court, “‘is of the very essence of set-off, 
and a set-off or counterclaim must not 
only be in existence, but in existence 
in favor of the defendant (bank) 
interposing it, and at the time the 
action against him was commenced; he 
cannot purchase it afterwards and 
then set it up. It is not sufficient that 
it was contracted for before but not 
transferred to the defendant (bank) 
until after suit brought.” 

The Ohio court pointed out, how- 
ever, that by statute in Ohio and some 
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regulations went into effect severely 
limiting all consumer installment buy- 
ing, and on November 17 a ceiling was 
placed on prices and wages. 
Regulated by the Wartime Prices 
and Trade Board under new Chair- 
man Donald Gordon, the installment 
buying regulation, Order-in-Council 
P. C. 6834, calls for a difference to be 
shown on all merchandise as to cash 
price and installment price, the cash 
price to exclude any insurance, interest, 
finance or other credit charges. The 
regulation requires a minimum of 
50 per cent down payment in cash or 
cash and trade-in on all passenger 
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other states, a bank or other defendant 
in a suit may plead a set-off or counter- 
claim, even though it was not acquired 
until after the suit was commenced. 

The fact that the bank has control 
of a possible counterclaim is often 
effective in preventing unwarranted 
“nuisance” suits. (Haefner vs. First 
National Bank, 36 Northeastern Re- 
porter, Second Series, 308.) 
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*‘Just As a Matter of Form’’ 


The co-maker of a negotiable note, 
when sued by the bank for which he 
executed it, made the defense that he 
signed as co-maker solely in reliance 
on the oral statement of the cashier 
that his signature was desired “‘merely 
as a matter of form and that he would 
never be held responsible for the pay- 
ment of the note.”” He subscribed to 
the instrument as co-maker, he said, 
with that understanding. 

The Supreme Court of New Jersey 
disposed of that contention in these 
words: 

“Public policy requires that a per- 
son who, for the accommodation of the 
bank, executes an instrument which is 
in the form of a binding obligation, 
should be estopped from thereafter 
asserting that simultaneously the par- 
ties agreed that the instrument should 
not be enforced. The state cannot 
sanction any device intended to give a 
false appearance to a transaction or 
increase the apparent stability of the 
bank. 

*‘Moreover, the cashier in attempt- 
ing to make such an agreement for the 
bank, would be trespassing beyond the 
scope of his ordinary authority. It 
did not appear that the board of direc- 
tors authorized or ratified or indeed 
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automobiles, with eighteen months to 
pay the balance on cars valued at 
over $500, and twelve months on cars 
selling for less than $500. It calls for 
one-third down payment and twelve 
months to pay for all other articles 
including motor boats, clothing, house- 
hold furniture, electrical household 
appliances of all kinds, automobile 
accessories, air conditioning equipment, 
etc. Minimum down payment on 
delivery must be $10 and minimum 
monthly installments $5. 

The Stabilization of Prices and 
Wages Order being administered by 
the Wartime Prices and Trades Board 
and the National War Labor Board 
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COURT DECISIONS 









had knowledge of any such extra- 
ordinary bargain.’ (Reconstruction 
Finance vs. Gohl, 21 Atlantic Re. 
porter, Second Series, 693.) 
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Soldiers’ and Sailors’ Relief Act 


How does the Soldiers’ and Sailors’ 
Civil Relief Act of 1940 affect the 
liability of co-makers on a note where 
one of the co-makers is in the military 
service but the others are not? 

A case raising this question was 
recently before the Municipal Court 
of the City of New York. Because of 
the procedural status of the case, the 
court was unable to make a final ruling, 
but its discussion of the questions in- 
volved is enlightening. In the case 
before the court the first co-maker, 
who was the real borrower, was in the 
military service, but the other two 
co-makers were not. 

Where a stay of proceedings may be 
granted under the act to a defendant 
in the military service, the court 
pointed out, “such stay, postpone- 
ment or extension may, in the discre- 
tion of the court, likewise be granted 
to sureties, guarantors, endorsers, and 
others subject to the obligation or 
liability, the performance or enforce- 
ment of which is stayed, postponed or 
suspended.” 

“This suggests,” said the court, 
“that before the co-makers not in the 
military service can secure a stay, it 
must first appear that a stay is already 
operative in favor of the obligor in 
military service. No stay can be 
granted to the other co-makers until 
it is shown that the obligor in thef 
military service has already received 
a stay.” 
York Supplement, Second Series, 969.) 
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“is the most far-reaching and ambi-f 





tious scheme ever put forward in any f 


democratic country, with the purpose f 
of destroying at its source the ‘vicious f 


(Modern vs. Zaentz, 29 New — 
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spiral’ of rising prices and wages,” P 


says the October 22 Business Summary 
of the Bank of Montreal. 


The plan} 
puts a ceiling on the prices charged for 


all commodities and all services by > 
freezing these at recent levels (highest f 


prices in effect during the four weeks f 
period September 15 to October 11). 

That section of the stabilization 
order affecting wages does not allow 
for wage increases by any employer, 
including banks, except with govern- 
ment permit. 
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